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MUTUAL SECURITY APPROPRIATIONS. 1956 


TUESDAY, JULY 12, 1955 


Unirep STATES SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10:30 a. m., pursuant to notice, in room 
F-37 of the Capitol, Hon. Carl Hayden (chairman) presiding. 
Present: Chairman Hayden, Senators Ellender, McClellan, Holland, 
Bridges, Saltonstall, Young, Thye, McCarthy, Mundt, Smith, Dwor- 
shak, and Dirksen. 


INTERNATIONAL COOPERATION ADMINISTRATION 


STATEMENTS OF HON. JOHN FOSTER DULLES, SECRETARY OF 


STATE, AND HON. HAROLD E. STASSEN, SPECIAL ASSISTANT 
TO THE PRESIDENT 


OPENING STATEMENT BY CHAIRMAN 


Chairman Haypen. The committee will come to order. 

We start our hearings this morning on the mutual security appro- 
priation bill for 1956. The bill passed the House of Representatives 
last night and as it passed by that body it has reduced the President’s 
budget estimate for new funds from $3,266,641,750 to $2,638,741,750 
or a reduction in new funds requested of $627,900,000. In addition, 
an unobligated balance of $21,366,750 has been eliminated so that the 
total reduction amounts to $649,266,750. The largest reduction is 
in the millitary assistance program where $420 million was cut. An 
additional $52,800,000 was cut out of the program of defense support 
for Asia and $100 million was cut from the President’s funds for 
Asian economic development. I have a table giving the amounts 
requested and allowed in each instance which I will insert in the 
record. 

(The table referred to follows:) 
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Chairman Haypen. Secretary Dulles is present with us this 
morning, and we will be pleased to hear any statement he has to 
make with regard to this appropriation. 

Secretary Duties. Mr. Chairman, I would appreciate it if I could 
speak without making a record which would be made public. 

Chairman Haypren. That seems to me to be a reasonable request, 
and we will not make this record public. 

Senator ELLeENDER. You mean the entire record or just the Sec- 
retary’s statement? 

Chairman Haypen. Just the Secretary’s statement, 

(Discussion off the record.) 


POSTWAR FOREIGN AID FIGURES 


Senator Dworsuak. Mr. Secretary, the foreign-aid program started 
back in 1947 and we are now in the eighth vear. Would it be possible 
for you to insert at this point the expenditures by years for foreign 
economic and military aid so that we can have a definite figure 
instead of having conflicting information available? 

Secretary Duties. You mean the total over the years, over the 
8-year period? 

Senator Dworsuak. So that in each calendar year or fiscal year 
how much did we spend on military and economic aid abroad and 
how much in each succeeding year up to the present time, so that 
we will have a total figure indicating whether it is $50 billion or $55 
billion or $60 billion which have been expended upon this program, 

Secretary Duties. Here is a chart which Mr. Stassen has just 
handed me, which I think gives you the figures which you requested, 
It gives the authorizations, beginning with 1948, which total $43 

billion, and the appropriations which total $39 billion, and the ex- 
penditures which total $30 billion, and the returns to the Treasury. 

Senator DworsHak. That is not the total program for military 
and economic aid? 

Mr. StTassENn. Yes, it is. 

Senator DworsHak. It is between $50 and $60 billion. 

Mr. Strassen. You are thinking of the British loan and UNRRA, 
and so forth, and when you go up to $50 billion, you have a lot of 
other things in it. 

Senator DworsHak. Mr. Secretary, I have been handed a report 
here entitled, ‘‘Post-World War II Foreign Aid Legislation, Grant 
and Loan Funds Authorized for Major Foreign Aid Programs of the 
United States, 1945 to 1955.”’ Obviously it takes in 2 or 3 years 
prior to the time I mentioned. This report is prepared in the budget 
division, Office of the Comptroller of the FOA, and it is dated May 
12, 1955. 

The summary shows that during this postwar period the total 
amount authorized is $65,142 million or twice the amount that was 
given to me a little while ago. 

In the same report, the total amount appropriated during that 
decade is $61,147 million. Now, I will stand corrected insofar as this 
being more comprehensiv e than the information I requested a little 
while ago; but when we say that only $30 billion have been expended 
in postwar aid, obviously that is erroneous, and I do not care what 
anybody says. Did you see that report before? 
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Mr. Strassen. Yes, sir. Senator, we gave you the complete infor- 
mation when you made your final comment ‘that vou could not get 
the complete information. We have always given all of this detail, 
and this one goes beck a number of years before the question you 
posed. 

Senator DworsHak. [ said that, and I admitted that I made the 
the correction and it goes back 2 years to the end of the war. 

Mr. Strassen. You asked the Secretary 1 year, and we correctly 
answered that question; and then you said, ‘‘Why is not this recon- 
ciled with larger figures?’”’ So then we gave you the whole detail. 

Senator DworsHak. Not for the record. 

Mr. Strassen. This has been a matter of record to anybody who 
asked it. 

Senator DworsHak. Did you insert it at this point? ? 

Mr. Strassen. This says “Grant and loan funds,” and this ineludes 
every cone eivable kind of a grant or loan program. 

You asked a very different question, from the beginning of the 
Marshall plan what had been in these mutual-security programs. 

Senator DworsuHak. I corrected that. 

Mr. StassEN. Your question was correctly answered, and then 
when you asked a broader question, the broader question was cor- 
rectly answered. 

Senator DworsHak. Then the information I wanted was this: 
We frequently hear conflicting reports about the amount of money 
which has been expended in the postwar era for foreign economic and 
military aid. You gave us a report which was incomplete, and prob- 
ably correct, based on the specific question I asked, of about $30 
billion. But now it is obvious that the amount is about $60 billion 
or $60 billion plus; is that correct? 

Mr. Srassen. If you include all loans and if you include all of the 
other programs. 

Senator Dworsuak. Are those loans aid, or will those loans be 
repaid? 

Mr. Srassen. My point, Senator, is that when you get different 
figures, it is a matter of what are you including in your question. 

Senator DworsHak. When some constituents ask me then how 
much has been expended in foreign economic and military aid since 
the end of World War II up to date, what should I tell them? 

Mr. Strassen. You ought to tell them how much is loan and how 
much is grant. 

Senator DworsHak. What is the total? 

Mr. Strassen. How much was after the end of lend-lease and how 
much since the Marshall plan. 

Senator DworsHak. That does not have anything to do with lend- 
lease, that is military lend-lease; does it? 

Mr. Strassen. Not lend-lease, no. 

Senator DworsHak. Why are you talking about lend-lease? What 
is the total, just one figure? What is the total? 

Mr. Strassen. You have to phrase your question, and you get the 
total that fits the question. 

Senator DworsuHak. I said the total amount of foreign economic 
and military aid since the end of World War II, of all kinds, up to date? 

Mr. Strassen. Including loans? 
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Senator DworsHak. I do not mean loans that will be repaid, and 
[ want just gratuitous loans and grants and direct appropriations. 

Senator SALTONSTALL. Would the Senator yield? 

Would it not be helpful if Mr. Stassen could do it not to try to 
answer that question offhand now but to put in the record at this 
point as an answer to Senator Dworshak, in loans so much, grants so 
much, and make it perfectly clear for the period since 1945? 

Senator DworsHak. That is the postwar period. 

Senator SALTONSTALL. So that we will have a complete summary 
in the record without all of those details, that we could go into the 
details if we wanted to. Then it would be in accurately. 

Senator ELLeENpER. In that connection, I would like to call the 
attention of Governor Stassen to something else. 

Chairman Haypen. Can you do that, Governor Stassen, as re- 
quested by Senator Saltonstall? 

Mr. Strassen. May I suggest that it ought to be in detail; otherwise 
there is always the question of lumping different items and somebody 
thinks some other figures are different. Show just what is included 
in detail. 

Senator SALTONSTALL. I would put it in in detail if it is not too 
long, and then that would answer Senator Dworshak, and it would 
answer each one of us. 

Senator Munpr. Does your $61 billion figure include UNRRA? 

Mr. Strassen. Yes, and government relief in occupied areas, for 
instance your German occupation. 

Senator Munpr. You can put it in in categories. 

Mr. Strassen. And you have Japanese occupation, and do you 
include UNRRA or not, and do you include the settlement of the 
assistance in the Philippines? That is what we have here. When 
the Senator said that we did not give all of the information, then this 
has been the thing that we have had available to anybody that wanted 
it, and it would show every detail of every program. 

Senator SALTONSTALL. Would the Governor yield? 

Mr. Strassen. It goes back beyond the time that the Senator asked. 

Senator SALTONSTALL. Would you yield for this? That I think all 
of us feel that you want to be and are an honorable man, and now put 
that in, in your way, as an honorable man, and give us that data, 
and then we will all have it. 

Mr. Strassen. All right. 
(The information requested faces p. 10.) 


INDUSTRIAL PRODUCTION RISE USING 1938 AS BASE 


Senator ELLENDER. In that connection, I wish the Governor would 
also give us these figures, the industrial-production figures, showing 
the present status of European industry. I want this information 
based on prewar, so we can see what the real picture is. I do not 
want it based on 1948, or 1950, but on 1938. That is how the Mar- 
shall aid plan started, by using the 1938 figures. In a magazine 
article published just a few weeks ago, Mr. Stassen, you stated with 
reference to Europe that industrial recovery is up 57 percent over 1948. 
What was it over 1938? If vou could, give us that; and if you want 
to, put it all in. 

(The information requested follows: ) 
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OEREC Counrriks, INDUSTRIAL AND AGRICULTURAL PRODUCTION 


Index of industrial production—OEEC countries combined 


Voor Index, | Index, Year Index, | Index, 

. 1950=100 | 1938=100 5 1950=100 | 1938=100 
1938 : f 82 100 , eer 110 134 
1948 80 98 || 1952... i 111 | 135 
ae 90 110 || 1953........ 116 | 141 
1950__- 3 100 Re eo ek tC 126 | 154 


| 


This index is published by the Organization for European Economic Coopera- 
tion with the vear 1950=100. The table above shows the index by vears on the 
published base of 1950100, and shifted to a base 1938= 100. 


Agricultural production—OEEC countries combined 


[Index prewar average = 100} 


Prewar Bigs EO OR one ee a 100 | 1950 51 5 > = tae 110 
1947-48__ : I At _ 86)1951-52_. 114 
1948-49 : 97 | 1952 53 £08 
1949-50... peer a ae __ 104 


This index is compiled by the United States Department of Agriculture. Com- 
plete data for crop vear 1953-54 are not available. Data for selected countries 
indicate a further increase. 

Mr. Srassen. It is already in the books that are in front of you. 
We can put it in a special table. 

Senator ELLenpER. We do not have it og wav. It is based 
principally on 1950 or 1948 or some other yea For instance, if you 

take industrial produc tion on a basis of 19! 50, “the recovery is much 
less than when it is compare «l with 1948. So if we could have ¢ a table 
indicating percentagewise how much industrial as well as agricultural 
production have risen in the various countries, using 1938 as a base; 
then, if you want to, put in 1948 or 1950 or any other vear. But let 
us have it from 1938, by all means. 

Mr. STassEn We can do that. 

Senator Munpr. I would like to have for the record, if it is not an 
improper request, a breakdown of the economic and military aid that 
we have provided since the Marshall plan started, going back to 
that time, by countries. I do not know whether that would be a 
State Department secret, but is would be very helpful to us in arriving 
at a decision about India or Spain and so forth, if we knew how much 
those two categories were. 

Mir. Srassen. The military side is classified. That is the hardware 
that goes into a country. But the economic, we can take care of. 
You can, on a classified basis, be told the military item, but it should 
not become any part of any public record. 

Chairman Haypen. Would it be convenient for you to come back 
at 2:30? 

Mr. STASSEN. Any time you wish. 

Chairman Hayprn. We will recess until 2:30. 

(Whereupon, at 12:45 p. m., the committee recessed, to reconvene 
at 2:30 p. m.) 
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MUTUAL SECURITY APPROPRIATIONS, 1956 
AFTERNOON SESSION, 2:00 P. M. 
INTERNATIONAL COOPERATION ADMINISTRATION 


STATEMENT OF HON. HAROLD E. STASSEN, SPECIAL ASSISTANT 
TO THE PRESIDENT 


GENERAL STATEMENT 


Chairman Haypen. The committee will be in order. 

Do you have a general statement you want to make, Mr. Stassen? 

Mr. Strassen. Yes, Mr. Chairman. I would like to make a brief 
general statement at the opening of my testimony this afternoon. 

I would like to say, first of all, that I appreciate the invitation of 
the committee to appear. I appear, as you know, in my position now 
as special assistant to the President, and in response to the committee’s 
invitation and at the request of the President I am following through 
in the appropriations presentation even though my official work has 
terminated as of June 30, since this is the fiscal year material that was 
prepared during my term as Foreign Operations Director, and by the 
staff at that time. 

The program will be carried out in accordance with the divisions 
of the appropriation under the President. 


FUNCTIONS OF STATE AND DEFENSE DEPARTMENTS 


[t was established by the security order pursuant to the request of 
the last Congress under which the so-called MDAP and the direct 
forces support money will be allocated by the President to the Depart- 
ment of Defense, and there will be carried on under the new Assistant 
Secretary for International Security Affairs, Dr. Gordon Gray, and 
then the economic and technical and related programs, including the 
voluntary agencies, will be carried on in the Department. of State under 
a semiautonomous unit which will be headed by Mr. John Hollister. 

I think you all know both of these gentlemen as extremely able men 
of broad public service, and they will carry forward. 

Chairman Haypen. It will hardly be expected that either one of 
them, having nothing to do with the preparation of this estimate, 
could explain it. 

You made it up, and you are here to tell us what it is about. 

Mr. Strassen. That is right, Mr. Chairman. You can have great 
confidence in the execution that these two men will be responsible for. 

Of course they cannot be held responsible fer any of the details in 
our presentation. 

[ should also like at this point to make it clear that the program 
that is presented to the Congress is not a program prepared by a 
single agency or department of the Government. 


INTERDEPARTMENTAL WORK ON REQUEST 


This total request that came to the Congress was prepared with 
interdepartmental work and then was passed on in the National 
Security Council and by the President himself before he sent the 
message up. 
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So it comes to you not pro forma but as the President’s program, 
actually reviewed. 

As many of you know, who have been in conference with the 
President, he has not only a grasp, but a very keen interest in the 
significance of the program in all of its important aspects. 


POSTWAR FOREIGN AID FIGURES 


Now, if I may, Mr. Chairman, I should like first of all to set the 
perspective of where we are in this program. I should like to pass out 
to the members of the committee a summary total statement which 
simply gives the overall from the beginning of the Marshall plan 
down to the present, by years. 

In presenting this statement, let me also make clear, as I endeavored 
to do at the close of the morning hearing, that this statement is for the 
years indicated and it is for the mutual security program and the 
related Marshall plan preceding it. It does not include matters like 
UNRRaA right after the war, or “the Export-Import Bank loans, or the 
British loan. 

Nor does it include the forerunner, Greek-Turkish aid, which came 
back in 1947, $670 million; nor does it include the so-called GARIOA, 
which were the military operations in the occupied territories right 
after the war. 

But this picks up from the point of the real initiation of the Marshall 
plan and brings it down to the present. 

On this table, which is now before you, and a copy of which I will 
put in the record, in addition to which we will, in accordance with the 
request this morning, furnish for the record a complete detailed stute- 
ment, I want to make these further comments. 

One of the reasons for some of this difference in stories at times as 
to what is the total amount—I think the Department of Commerce 
at times puts out bulletins of these total financial transactions. in 
which they include loans as aid even though some of them are very 
firm, hard export-import loans that are completely repaid. 

Sometimes they include other types of payments which are being 
repaid or advances of various kinds. 

So that all the information, every kind of a loan or grant or aid or 
surplus product, is available in the executive branch and can be 
furnished at any time on request, and in this statement that I now 
present to you, we simply bring the particular program into focus 
that has been the concern directly of Foreign Operations and of its 
preceding agencies since the beginning of the Marshall plan. 

Now, the table will go in the record here. 

(The table referred to faces this page:) 


PROGRAM TREND 


Mr. Srassen. May I indicate to you the trend and the situation 
we are in. You will notice that the largest authorization was back 
in 1951 of $8 billion. The next largest was in 1952 of $7% billion. 

You will notice that the appropriations, the largest were ‘likewi ise 
in those years, seven billion three and seven billion two, and down to 
$6 billion. 

You will notice the largest expenditure was in 1953 of five billion 
seven, and the various other amounts. 
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Grant and Loan Funds Authorized 
Major Foreign Aid Programs of the 





RRR Basic authorizing 


Legislation Reference Appropriation Act Reference 
Con- Pe les Date Statute Amount Con- e «1 Date Statute 








Item Program or Fucction Authorized 
l. ited Nations Relief & Rehabilitation 78th 267 3/28/44 58 122 $1,350,000,000 78th 362  6/30/kk 58 629 $700,000,000 
2. DO 79th 259 12/14/45 59 609 $ 550,000,000 
3. Do 79th 8262 = 12/18/k45 59 «= 612_—:1, 350,000,000 79th 269 12/26/45 59 63h 750,000, 000 
4. DO 79th 391 5/27/46 60 228 135,000,000 
4 _ Toth 521 «7/23/46 + 960 603 465,000, 0002/ 
Total UNRRA 7; 700,000, 000 700,000,000 1, 900,000,000 
Government and Relief in Occupied Areas 79th 515 7/16/46 60 560 425,000,000 79th 515 7/16 60 560 $425 
DC Both 46 5/1/47 — & 300,000,000 80th 46 5/1/47 6. Tl 300 
8. Xx Soth 271 7/30/47 61 625 600,000,000 80th 271 7/30/47 61 625 
). D Goth 393 = 12/23/47 61k 340,000,000 80th 393 12/23/47 61 9h3 
DO Soth 519 5/10/48 62 22h 143,000,000 80th 519 5/10/48 62 22h 
li. DO Beth 793 6/28/48 62 1057 1,300,000,000 80th 793 6/28/48 62 1057 
12 DO 8lst 327 10/6/49 63 71L 912,500,000 Slst 327 10/6/49 63 711 
Do 8ist 759 9/6/50 64 760 288,000,000 8ist 759 9/6/50 6+ 760 
ve Send 253) //Sl 65 THT 22,500,000 82nd 253 11/1/51 65 Th7 
DO 82nd 547 3= 7/15/52 6—s«<180 11,000,000 82nd 547 7/15/52 60 180 
DO 83rd 207) = 88/7/53 67 430 3,100,000 83rd 207 8/7/53 67 430 
DO 83rd 663 = 8/26/54 68 825 100,000 83rd 663 8/26/54 68 6825 
18. Relief Assistance Post - UNRRA Seth = 8 5/31/47 61 125 310,000,000 80th 271 7/30/47 61 613 
19. DO Soth 393 12/23/47 61 he 
Total Relief Assistance ~ 310,000, 000 
20. International Refugee Organization 80th 146 1/1/47 6.1 214 237,284,157 80th 271 71/30/47 61 623 
el. DO 80th 793 6/28/48 62 1058 
22. bO B8lst 179 7/20/49 63 450 
23. DO Bist 759 9/6/50 7 610 
Totel International Refugee Organization 237,205, 1oT 
Assistance to the Philippines 79th 269 12/28/45 59 637 1,000,000. 79th 269 12/28/45 59 637 1,000,000 
DO 79th 86454 6/26/46 60 315 Inderinite3/ 79th 663 8/8/46 60 9i64/ 
x Bist 2952/ 9/7/49 63 692 
tie 1 - Assistance to Philippines 
79th 949521 47/23/46 60 613 10 
K 80th 269 67/30/47 61 601 
x 79th 370 4/30/46 60 128 400,000,000 80th 491 4/20/48 62 190 
DO Bist 266 8/ak/u9 63 648 
Xx Bist 759 9/6/50 64 712 
79th 370 4/30/46 60 134 100,000,000 - - ~ - - 
III ssistance t hilippines 
D 7th 521 7/23/46 60 621 47 
X 80th 166 7/9/47 6. 287 
80th 597 6/3/48 62 314 
79th 370 4/30/46 60° 135 146,000,000  8lst 119 6/23/49 63 250 
Bist 179 7/20/49 63 45 
Bist 759 9/6/50 64 (614 
Bena 188 10/22/51 65 581 
tal Assi ines 647, 000, 000 1,000,000 57 
stance to Greece and Tur key-= oth 75 5/22/47 ol 103 400,000,000 80th 271 7/30/47 61 613 
D 80th 472 4/3/48 62 157 275,000,000 80th 793 6/28/k8 62 1056 
DO B8lst 327 10/6/49 63 710 
al Aid t ece and Turkey 675,000, 000 
erim Aid 80th 389 12/17/47 61 934 597,000,000 80th 393 aa/esls" 61 he 
Dt Seth 470 3/31 62 109 
a ert 597, 000, 000 
ational Children's Emergency Fund 80th 84 5/31/47 61 125 40,000,000 80th 271 1/30/s7 61 613 
Both 472, &/3/k8 62 157 60,000,000 60th 793 6/28/48 62 1056 
Bist 170!/ 7/ik/ug 63 412 ° 
ternational Children's Emerg. Fund 100,000, 
ernational Children's Welfare Work Bist 5359/ 6/5/50 64 209 15,000,000 82nd 45 = 6/2/51 65 60 
tal Aid to Children? 115,000,000 
ery Program 80th 472 4/3/48 62 137 5,300,000,000 680th 793 6/28/48 62 1055 
Bist 47 4/19/49 63 53 5,430,000,000 81st 327 10/6/49 63 709 
Dx Blet 535 6/5/50 64 200 2,700,000,000 8lst 759 9/6/50 64 757 
European Recovery Program 13,430,000, 000 
astern 2G 
Aid to China 80th 472 4/3/48 62 158 463,000,000 80th 793 6/28/48 62 1056 
Bist 47 4/19/49 63 55 14 81st 47 = 44/19/49 63 55 
x Bist 447 2/14/50 64 5 v/ Bist 4u7 2/14/50 6b 5 
DO Blet 535 6/5/50 64 202 Bist 535 6/5/50 64 202 
DC 8let 911 1/6/51 64 1236 8ist 911 1/6/51 64 1236 
\ssistance to KOREA - ECA Blet 343 10/10/49 63 739 30,000,000 Sist 343 10/10/49 63 739 
DX 8lst 430 10/28/49 63 975 30,000,000 6lst 430 10/28/49 63 975 
DO Bist 447 2/14/50 64 5 60,000,000 81st 583 6/29/50 64 289 
DX Bist 535 6/5/50 64 202 100,000,000 8lst 759 9/6/50 64 758 
tal Assistance to Korea - ECA 220,000,000 
\3) Civilian Relief in Korea - Dept.of Defen. 8lst 911 1/6/51 64 1231 50,000,000  S8lst 911 1/6/51 6} 1231 
Di 82nd 179 10/18/51 65 425 50,000,000 62nd 179 10/18/51 65 425 
n 82nd 43 6/30/52 65 615 175,000,000 82nd 431 6/30/52 65 615 
DX 83rd 179 © 8/1/53 67 336 58,000,000 83rd 179 8/1/53 67 336 
Total Civilian Relief in Korea - Department 
of Defense 333,000,000 
(4) Relief & Rehabilitation in Koreal9/ 83rd 2073 8/7/53 67 418 200,000,000 83rd 207 8/7/53 67 «418 
Total Korea 753,000,000 


Grand Total - Far Eastern Aid 





POREIGN AID LEGISLATION 


; Authorized and Appropriated for 
rams of the United States 1945 - 1955 





A iations Available in FY 


A 
, : x : 2228 1998 199 195% 1955 Tous e1955.— 


$ 700,000,000 
550,000,000 
750,000,000 
135,000,000 
465,000,000 


3000, 000-000 


8888 


EF 


$425,000, 000 
300 , 000 , 000 

$ 600,000,000 

340,000,000 340,000,000 

143,000,000 143,000,000 

$1, 300,000,000 5s sail 1, 300,000,000 

"thee $ 288,000,000 alae 

$ 22,500,000 22,500 

$ 11,000,000 11,000 

$ 3,100,000 3 


3,100 
725,000,000 1, 083,000,000 TJ00,000,00 DIE, 500, 000) _ 208,000,000 22,500,000 — 11, 000,000 “100, — F100; 000 “4 34B, 200,000 


292,000, 0002/ 292,000,000 
18,000,000 18,000,000 
Hees 318,000,000 


71,073,900 71,073,900 
70,710,228 70,710,228 


25,000,000 25,000,000 
—TE0TS, 90 TO, TIO, POR TO 0,0 __ 25,000, 000 337, 28h, 157 


0,000 


10,000,000 1 
70,000,000 7 000 

95 ,000 , 000 95,000,000 
184 , 800, 000 184,800,000 

40,200,000 40,200,000 


47,918,000 47,918,000 
42,500,000 42,500,000 

a 22, 373,000 

126,000 126,000 

: 17,166,398 17,166, 398 


00S “ST, 9IB,000 | 112,500,000 116,199,000, 201, 908, 39B 9 50,200, 000 37000, 000 553} 083, 308 


oS —lll li = LS 


35,000,000 35,000,000 


WO,000,000  _ 35,000,000 —__ 19,000,000 


5,750,000 5 
40,000,000 35,000,000 — $150,000 150, BO, 750,000 


4,000,000, 00020/ 








1,07%,000,00022/ 3,628, 380,000 
§,000, 000, 000 1 O74 000, 000 3, 625, 360, 000 








400,000, 00023/ 400 , 000, 000 





000, 000 
Tid, 000,000 35300" 000 300-000, 000 
qxestnniendlinnsaneiinesenaas xmnliedanaantinaeen ——— 


000 
50,000,000 50,000, 

sp 50,000,000 50 ,000, 000 

175,000,000 175,000,000 

58,000, 000 58, 000, 000 








50,000, 000 50,000,000 175,000,000 58, 000, 000 333,000,000 


200 , 000, 000 200, WV, 











110,000,000 140,000, 000 50,000,000 175,000,000 258, 000,000 733,000, 000 

















400,000, 000 110,000, 000 140,000,000 50,000, 000 175,000,000 258 , 000, 000 1,133,000,009 
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FOR! 
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‘tion Act Reference 








65. 


67. 


88 


70. 


Tl. 
72. 


Th. 
75. 
76. 
TT. 


Program or Function 


Loan to Spain (Public Debt Funds) (See also 
item "Assistance to Spain" under Mutual 
Security)2 


Aid to Yugoslavia 
Emergency Food Aid to India 


Relief to Palestine Refugees 
DO 


Total Relief of Palestine Refugees22/ 


International Development ("Point Four”) 


Institute of Inter-American Affairs23/ 
DO 
poet/ 


Total Institute of Inter-American Affairs 


Mutual Defense Assistance: 


Title I, North Atlantic Treaty Countries 
Title II, Greece and Turkey 
Title III, Iran, Korea and Philippines 
General Area of China 

Subtotal 


Title I, North Atlantic Treaty Countries 
Title Il, Greece, Turkey and Iran 
Title IlI, Korea and Philippines 
General Area of China 
Subtotal 


Pitlie I, North Atlantic Treaty Countries 
Title II, Greece, Turkey and Iran 

itle III, Korea, Philippines and General 
of China 


euototal 


ATea 


Total Mutual Defense Assistance 


Me 


Jtual eecurity: 


itle I, Europe: 
Military Assistance 
and Technical Assistance 


otal iitie J 


I, Near East and Africa: 


ater ry Assistance 
Economic and Technical Assistance 
Total Title II 
Title III, Asia and Pacific: 
Military Assistence. 
Economic and Technical Assistance 
Sontributions to UNKRA 
Total Title III 





title IV, American Republics: 
Military Assistance 
Technical Assistance 

Total Title IV 


subtotal Mutual Security 


Title I Europe: 


eenesenticand 
Military Assistance 


Bconomic and Technical Assistance 
Total Title I 


Assistance to Spain 


itle II, Near East and Africa: 
Military Assistance 
Economic and Technical Assistance 


Total Title II 





j eh Asia and Pacific 
itery Assistance 
nomic and Technical Assistance 


tributions to UNKRA 
1 Title III 


le IV, American Republics: 
cary Assistance 
cai Cooperation 


Total Title IV 


Neohatin 


Title V: 
Movement of Migrants 
Ocean Freight, Voluntary Relief Packages 
Multilateral Technical Cooperation 
United Nations International Children's 
Emergency Fund 
Total Title V 


= +o} 
nubtotal 


8lst 


81st 


8lst 
8lst 


8lst 
80th 


81st 


8lst 


81st 


8lst 


82nd 


82nd 


82nd 


25 
935 


935 


369 
283 


329 


621 


165 


249 


400 


9/6/50 
12/29/50 
6/15/52 
sie” 
6/5/50 


8/5/47 
9/3/49 


10/6/49 


7/26/50 


/2T7/50 


10/10/51 


10/31/51 


10/10/51 


6/20/52 


64 
64 


65 


61 
63 


63 
63 
63 


PPLE 


PE 


e 


65 
65 


65 


65 
65 


RR RRR RR RR 


KR RKK 


758 
L2e 


16 
203 


780 
685 


ns 
716 
716 
716 


37% 


141 
141 


141 


142 
142 


142 
142 
143 


143 
143 


147 
147 
150 


151 























57,685,750 
ROUND 


9,240,500 
2,587,500 
15,708,750 
16,481,000 


i, 7, 50 


6,492, 730,750 


eR 


8lst 
8ist 


81st 


80th 
81st 
8lst 


8ist 


8ist 


8lst 


82nd 


82nd 


ug 
159 


159 


179 
759 


430 


159 


akg 


547 


sah 


10/28/49 


9/6/50 


9/27/50 


10/31/51 


7/15/52 


63 2 

6h 763 
64 758 
62 1184 
63 456 
Oe 8615 
63 975 
63 975 
63 975 
63 975 
64 759 
64 759 
64 759 
64 759 
64 1063 
64 1063 
64 1063 
65 1730 
65 731 
65 731 
65 731 
65 1731 
65 731 
65 731 
65 731 
65 731 
66 652 
66 652 
66 652 
66 652 
66 652 
66 652 
66 653 
66 653 
66 653 
66 653 
66 653 
66 653 
66 653 
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Funds Authorized and Appropriated for 
Programs of the United States 1945 - 1955 


insignretinhtsnemenaevensenmmepiislannligetlitbaiaiinineiiiiiciisneintiarnitiinessaisasia Mi 

















A ations Available in FY 
: 121 1949 1950 1951 1952 
L9/ 
20/ 
21/ 








~~ 16,000,000 — 37 550000 
=e pom SF 
26,900,000 
2,500,000 
$ 4,751,600 
5,000,000 





500, 000, 000 
211, 370,000 
27,640,000 
at Sto" 005 
anusttpanliapendianetianns 
1,455, 523, 72922/ 
131,500,000 
16,000,000 
75,000,000 
1678-003, 720 
3, 50%, 000, 000 
193,000,000 
303,000,000 
cnndibcnmmaiibceaeiiameman 


814,010,000 5,678, 023, 729 


$4,618,352, 45726/ 
1,022,009,000 


5 50,852,557 


100,000 , O00 





396,250,000 
160,000, 000 


358,250,000 


535,250,000 
237, 135,866 


none teeeee 


38,150,000 
21,245,653 


35,395,053 


7,328, 903, 976 


1953 


540,807 , 500 
270,571,250 


B11, 375,750 


51,685,750 
aot sere 

1 
cemssubantionnmeditien 


9,240,500 
2,587,500 
9,171,333 


£8 
ones 


6,001, 947, 750 


1955 


63754 O- 


Appropriated 
1945-1955 


1,455,523, 729 
131,500,000 
16,000,000 
5,000, 000 


7 
1,618,023, 129 
3, 50%, 000, O00 

193,000, 000 


pe 
he 


6,492 2033, 729 


4 818,852,457 
1,022, 000,000 


“53H, 852,057 


100, 000, 000 


396,250,000 
160,000,000 


556,250,000 


935,250,000 
237,155,866 


112, M05, BE 


38,150,000 


21,245,653 
5 es 


7 903,976 


3,128,224, 750 


are tee no 


(25,000,000) 


‘ 499,116,500 
181,114,000 


88H, 230, 500 


540, 807 , 500 
270,571,250 


Bll, 18,750 


51,685,750 


9,240,500 
2,587,500 
9,171,333 


6,666, 66 
— a oH 


6,001, 947,750 
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FOR 
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Major Foreign Aid Programs of 








Approprestioe Act Reference 
Con- > ee te Statute 


Stat te Amount 
Item ss CC Program or Function gress No. Approved Vol. Page Authorized 88 No. A e 1 1 
Mutual Security: (Continued) 
Title 1, RBurope: 83rd 18 ~=—_ 7/16/53 83rd 218 = 8/7/53 
109. Military Assistance 67 152 $ 2,129,689,870 67 478 
LO. Mutual Defense Financing, Defense Support, 
Economic and Technical Assistance 67 152 250,000,000 67 478 
Manufacturing in France 67 153 100,000,000 67 479 
Meoufacturing in U.K. 67 153 100 ,000, 000 67 479 
Total Title I “35579, 85,870 
Title II, Near East and Africa: 
Military Assistance 67 152 305, 212, 637 
Military Aid (Sec. 202(b)) 67 156 50,000, C00 67 478 
Economic and Technical Assistance 67 154 43,792,500 67 479 
pecial Economic Assistance 67 154 194,000, 000 67 479 
Total Title II 353,005,137 
itle III, Asia and Pacific: 
wilitary isetetance or 2 1,081, 620,493 67 478 
tual Defense Financing, Defense Support, 
conomic and Technical Assistance, Formosa 
4 Indochina 67 153 84 , 000, 000 67 478 
rce Support, Indochina 67 153 400 , 000, 000 67 479 
enomic and Technical Assistance, Defense 
spport, Other Than Formosa and Indochina 67 154 72,100,000 67 479 
ecial Economic Assistance - India & Pakistan 67 154 94, 400, 000 67 479 
otal Title III 1,732,120,4 
tle IV, American Republics: 
itary Assistance 67 15% 15,000,000 67 478 
nical Assistance 67 154 24 , 342,000 67 479 
otal Title IV 3 2,000 
Regional 
al Special Weapons Planning 67 1 100,000,000 67 479 
c Materials Development 67 154 7,500,000 67 479 
san Freight, Voluntary Relief Packages 67 15 1,825,000 67 479 
ement of Migrants 67 15 10,000,000 67 479 
(lateral Technical Assistance 67 1 13,750,000 67 479 
ernational Children's Welfare Work 67 15 9,000,000 67 479 
ted Nations Korean Reconstruction Agency GT. 71,000,000 67 479 
4&1 Hon-Regional 213,075,000 
otal 5,157,232, 500 
al Currency 67 9 ___ 98,396,000 96,000 
tal 32255, 628, 500 
le I - Mutual Defense Assistance 
apter 1. Military Assistance 83rd 665 8/26/54 6 8 1,591,000,000 83rd 778 9/3/54 68 1220 
apter 2. Direct Forces Support 68 837 795,000,000 68 1220 
apter 3. Defense Support 68 = 83£ roleggeete 68 1220 
tal Title I 2,793,550, 
le Il - Development Assistance 68 Bk 199,000,000 68 1220 
le Ill - Technical Cooperation 68 8h) 136,528,000 68 1221 
le IV - Other Programs 68 8h 123,709,190 68 1221 
ubtotal 3,252,065, 
rand Total Mutual Security 22 627,250 
(ce Support Wheet to Pakistan 83ra 77)~=— 6/25/53 TCE 30/ 83ra_ TT «(6/25/53 67 += 80 
ine Relief 83rd. 216 = 8/7/53 67 4 ~ 83ra 216 88/7/53 67 476 
1-Type Vessele to Japan 82nd 4467 7/8/52 66 kb 32/ 82nd 467 )~—s 7/8/52 66 43 
marines to the Government 
e Netherlends 82nd = 4510 7/11/52 665 32/ 82nd 510 = 7/11/52 56 «6587 
ines to the Government of Italy 83rd 1 8/15/53 7 3 32/ 83rd 188 8/15/53 67 9363 
Exceed raft Not Larger than the 
to Any Friendly Nation in 
67 3 32/ 67 363 
rier t the Government 
61 3 ¥/ 67 363 
the Government of Turkey 83rd 21k 8/7/53 67’ 3 83rd 21k = 88/7/53 67 471 
e Vessels Bra 83rd 3 =496 7/15/54 68 ike 2 83rd 496 7/15/54 68 «481 
$53,827,571, 407 $700,000,000 $1,901,000,000 
t gram, Pu c Debt Authorization (see Note, page 4 - 
nal authorizations, details of which 
der heading "NOTES" at bottom of 
approximately 11, 315,000,000 


$65, 142,571,407 
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1) Funds Authorized and Appropriated for 
| Programs of the United States 1945 - 1955 








11,000,000  $782,918,000 $6,993,573,900  $2,839,709,228  $5,787,108,027 $8,446, 323,729 


A lations Available Be in FY Total 
ted 
1 1947 1 1 1 1951 1952 1 195% l 1945-1 
$1, 860,000,000 $ 1,860,000,000 
220,000,000 220 , 000 , 000 
85,000,000 85 ,000, 000 
55000. 000 56-000. 000 
240, 000, 000 240 , 000, 000 
30,000,000 30,000, 000 
33, 792, 500 33,792, 500 
147,000,000 sais 
1,035,000,000 1,935,000,000 
84,000,000 8& , 000, 000 
400,000, 000 ,000, 000 
51,278,001 51,278,001 
000, 000 000, 000 
“TyBh8: 278001 
15,000,000 15,000,000 
ote 22 

50,000, 000 50,000,000 
19,000,000 19,000,000 
1,580,166 1,580,166 
7,500,000 7,500,000 
9,500,000 9,500,000 
9,814, 333 9,814, 333 
100 00, 000 
4, 531, 507,000 4, 531, 507,000 
4,532, 507,000 4 531,507,000 
$1,192,700,000 1,192,700,000 
795 , 000, 000 795 , 000, 000 

406 19 406 19 

2,393, 1S, 9393, 1H, 2 
184, 500,000 184 , 500, 000 
116,457,621 116,457,621 
ee mr eaten 
$7,328, 903,976  $6,001,947,750  %,531,507,000  2,781,499,616 20,643,858, 542 


$7, 404,403,976  $6,187,9%7,750 $%+,792,607,000 


$2, 784,599,816 $48,620,191,426 


1,212,054, 316 


11, 315,000, 000 
$61,147,245, 742 
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POST WORLD WAR II FOREIL 


Grant and Loan Funds Authorize: 
Major Foreign Aid Programs of the 


FOOTHOT 





Third Deficiency Appropriation Act 1946. $465,000,000 to remain available until 6/30/%7. 
$40,000,000 appropriated for ICEF (Item 45), making total Relief Assistance P.L. 271, 80th Congress $332,000,000. 
Philippine Military Assistance Act. Effective for five years ending July 3, 1951. 
First Supplemental Appropriation Act, 1947. Authorized no more than $19,750,000 to be available from Military Establishment Appropriation in fiscal year 1947 for the pur 
Authorized extension through 6/30/51 for public roads and port and harbor facilities. 
In addition to funds specifically appropriated under "Assistance to Greece and Turkey, E.0.P." after 1948 economic aid was given to Greece and Turkey through the Economic 
Extends authorization and availability of ICEF appropriation through June 30, 1950. 
In addition to authorizing $15,000,000 for International Children's Welfare Work, P.L. 535 extends authorization and availability of ICEF appropriation through June 30, 1 
Subsequent to FY 1951 basic authorization and appropriation was made under Mutual Security Act. (See items No. 108 and 129.) 
$4 ,000,000,000 was appropriated for period April 3, 1948 through June 30, 1949 which includes fiscal years 1948 and 1949. 
$1,074,000,000 P.L. 327, Slst Congress appropriated for period April 3, 1949 through June 30, 1949 (FY 1949), $3,628,380,000 appropriated for fiscal year ending June 30, 
Excludes $50,000,000 reserve under Section 1214, P.L. 759, Slst Congress and rescinded under Chapter XII, P.L. 253, 92nd Congress, dated 11/1/51 (65 Stat. 755). 
P.L. 793, 80th Congress appropriated the $400,000,000 for the period 4/3/48 through 6/30/49 which includes fiscal years 1948 and 1949. 
Authorization under Public Law 472, 80th Congress, and appropriation under P.L. 793, 80th Congress, extended from April 3, 1949 through February 15, 1950. 
Authorization under P.L. 472, 60th Congress, and appropriation under P.L. 793, 80th Congress, extended from February 15, through June 30, 1950. 
Authorization under P.L. 472, 80th Congress, and appropriation under P.L. 793, 80th Congress, extended from June 30, 1950 through June 30, 1951. 
Authorized President to utilize not more than 3 percent of funds appropriated for ERP under P.L. 759, 8lst Congress. 
Transferred from Department of Defense appropriations. 
From public debt funds. 
$37,800,000 funds previously appropriated for ERP under P.L. 759, Slst Congress. 
$162,745,684 from funds previously appropriated for ERP under P.L. 759, Slet Congrees, $27,254,316 Public Debt funds. 
Subsequent to FI 1951 basic authorization and appropriation was made under Mutual Security Act. $60,063,250 is included in totals for Mutual Security FY 1953, item No. $ 
Reincorporated for three years - $5,000,000 per year. 
Extended LIAA through June 30, 1955. Public Law 663, 83rd Congress extended the IIAA to June 30, 1960. 
Includes $455,523,729 to cover previous contract authorization (P.L. 329, 8lst Congress). 
This figure includes $44,476,271 to cover previous contract authorization (P.L. 329, 8lst Congress). 
Assistance to Spain was not authorized in P.L. 165, 82nd Congress, authorization and appropriation was made from P.L. 249, 82nd Congress, 10/31/51, Stat. 65. 
Unobligated balances of prior appropriations for assistance to Korea under authority of Far Eastern Economic Assistance Act of 1950 (P.L. 447, 82nd Congress), continued a 
$25,000,000 included in total for Title I. 
Authorization of not to exceed one million long tons of wheat of stocks acquired by Commodity Credit Corporation in price support operations. 
Authorization to the Commodity Credit Corporation to expend not more than $100,000,000 out of its stocks for famine relief or other urgent relief requirements. 
jollar value stipulated in the authorization. No appropriation required. 
Economic Recovery Program (Public Debt Authorizations) - $1,212,054 316 
Public debt funds for loan purposes for ECA programs are included in basic authorizing legislation - Public Law 472, 80th Congress (62 Stat. 137) and Public Law 7 
3 Stat. 709). Public debt funds for loan to India were also authorized in Public Law 48, 82nd Congress (65 Stat. 69). The aggregate total for loan purposes for Ecc 


64 Stat. 198). This latter amount is excluded from both the authorization 4nd appropriation amounts appearing in this schedule. 


Additional Authorizations - Approximately $11, 315,000 000 


Additional authorizations include: (a) $3,750,000,000 British loan authority; (b) $5,000,000,000 Export-Import Bank cumulative lending authority; (c) $65,000,00% 
from sale or transfer of surplus agricultural commodities as authorized >)» Public Law 480, 83rd Congress; and (e) various surplus property and merchant ship sale 


ID 15 


cal Currency 
ene 


This exhibit does not include local currency funds generated or otherwise «de available pursuant to the various grant aid programs and utilized, or programmed fx 
the provisions of Section 550 of the Mutual Security Act of 1951, as amended, 44 Section 402 of the Mutual Security Act of 1954, or under the provisions of Public Lay 
gram but Congressionally earmarked for the purchase of surplus agricultural comodities by Section 550 of the Mutual Security Act of 1951 and Section 402 of the Mutua] 
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’ for the purpose of Public Law 454. 


the Economic Cooperation Administration, and after 1949 military assistance was included in the Mutual Defense Assistance Program. 


gh June 30, 1951. 


ing June 30, 1950 (FY 1950). 
5). 


3, item No. 99. 


» continued available through June 30, 1952. 


| Public Law 759, Slst Congress (64 Stat. 595), items 49 and 65; additional authorization for loan ongr 
purposes also appears in appropriation act, Public Law 327, Slst C ess 
‘poses for Economic Recovery Program from public debt funds is $1,212,054,316. Funds for investment guaranties are limited to $200,000,000 under Public Law 535, 6lst Congress, 


:) $65,000,000 United Nations Headquarters Loan; (a) $1,000,000,000 possible char r 
ge to the Commodity Credit Corporation ital fund i three - } 
vant ship sales authorities having a gross value of approximately $1, 500,000,000. , o — se eee 


programmed for utilization, for the purposes of the authorizing statutes except for item 131. Also, there are excluded local currencies generated, or to be generated, under 


of Law 480, 83 Congress relating to the use o pl agr ural commodities. There ar cluded 
Public rd , f sur us icult a ce e in ’ however, dollar funds appropriated for the Mutual Security Pro- 
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Then you will notice how this program has always had within it a 
large amount of lead time and consequently a heavy carryover. 

There is no way that I could conceive you could carry on these 
kind of objectives around the world except through a long lead time 
and persistent following up. 


CARRYOVER FUNDS 


You will notice that we are now at a carryover that is the lowest in 
5 years. In 1952 the carryover was nine billion eight. 

In 1953 the carryover was $10 billion. 

In 1954 the carryover was nine billion five. 

This year the carryover is eight billion four. 

So we are on a descending scale of the carryover even as we are also 
on a descending scale of expenditures and appropriations and author- 
izations. 

From this point, giving this perspective of the large carryover and 
its necessity, I should like, if I might, to step directly into what I 
would describe as a brief but very sincere and deeply felt defense of the 
Department of Defense in the handling of this program. 

Now, in doing so, I do not wish in any way to imply any criticism 
of any Member of C ongress or any committee that may have criticized 
the Department of Defense. 

As you are aware, Mr. Chairman, I have never been a part of the 
Department of Defense. That has never been my department. 
Neither am I part of the military except for my service during the 
war when I was really a civilian member of the armed services as so 
many Americans who went into active combat duty: in this instance 
in the Navy and earlier in the Reserve officer status in the Army. 

So with this background I have nevertheless had the opportunity 
to observe very closely what the Department of Defense has to do and 
how it works out and also to be aware of the criticism from time to time 
of what the Department of Defense does. 

Senator ELLENDER. Mr. Chairman, before Mr. Stassen goes to some 
other subject, | wonder if I could ask him a question about the table 
he presented? 

Chairman Haypen. Certainly. 


UNEXPENDED BALANCE, JUNE 30, 1955 


Senator ELLENDER. Now, I notice that as of June 30, 1955, accord- 
ing to the table furnished by MSA, you had an unexpended balance 
of $8,729,500,000. This table indicates an unexpended balance of 
$8,490,400,000. Why the discrepancy? 

Mr. Strassen. That was the estimate immediately at the end of the 
vear which now, with the passage of 2 more weeks, we are able to make 
more precise through now deducting the losses which occurred under 
the operation of section 1311 of the law of last year. 
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Summary of mutual security program, 1948-55 


{In millions of dollars] 


Appropriations | | 
(adjusted for | 
Authoriza- statutory Expendi- | Returnsto | Unexpended 
tions | transfers and tures | ‘Treasury balance 
reimburse- 
ments) 


CR in tae dies sinha $6, BOR. O 
1950__ . 7 5, 649.0 
1951 Et olen coe &, 070.0 
PR ind hmrwwaiaet 7, 583. 4 
1953 . i. 6, 492. 7 
1954 . 5, 455. 6 
19055. .... paca 3, 252.9 





Grand total... 





EFFECT OF SECTION 1311 


Wenow know the amount of the losses that occurred through the oper- 
ations of that special section which you recall required review of old 
obligations and the checking of them with the General Accounting 
Office. So that now we are down to a refined figure taking into account 
the losses which the General Accounting Office places upon us. 

So that the difference between these two figures has in effect been 
canceled as an obligational authority and goes back to the credit of the 
Treasury. 

Senator ELLENpDER. You mean the difference between $8,728 ,500,000 
and $8,490,400,000? 

Mr. Srassen. That is right. 

Senator ELLENpDER. That isa difference of about two hundred-some- 
odd million dollars? 

Mr. Strassen. That is right. 

Senator ELLenpER. What about this $500 million item that your 
Department is in doubt as to whether or not it was obligated or 
unobligated 

Mr. Strassen. You mean the $420 million? You are talking about 
the one that the House committee raised the question on? 

Senator ELLENDER. No. ‘There is another item in the testimony of 
$500 million. 

Mr. Strassen. That was our estimate earlier of what might be lost 
under 1311 in the defense funds. We have now found that the 
actual loss is approximately $224 million. So the difference means 
that we did not lose as much as the first broad estimate to the extent 
of $275 million and that accounts for the fact that the President’s 
appropriation request is not as large as the President’s authorization 
request. 

Senator ELteNpER. Why should not the amount be as much as 
the figures found to be unobligated by the General Accounting Office? 

Mr. Srassen. They are. The General Accounting Office found 
this working with the Depariment of Defense that the obligationai 
authority that should be canceled under 1311 was $224 million ii 
round figures. 

Earlier, not knowing how it would work out, we had set up in 
effect a $500 million contingency. You will find a footnote in the 
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President’s budget message which says he is asking for a billion four 
on the assumption that 500 of the old authority was going to be lost. 

Senator ELLENpDER. When was that determination made? 

Mr. Strassen. Of how much the loss was made? 

Senator ELtenprErR. Actually made. 

Mr. Strassen. In the last few days of this past fiscal year, about 
June 21, 1955. 

ITEMS INCLUDED IN CARRYOVER 


Senator ELLENDER. Now, this unexpended balance of $8,490 million, 
does that include anything other than military aid? 

Mr. Strassen. It includes everything. 

Senator ELLENDER. Can you give us a little breakdown? Separate 
the direct military aid from the economic aid. 

Mr. Strassen. In broad figures the MDAP and training, the most 
direct military aspects of the program are approximate ly six billion 
five and the other a little less than $2 villion. 

Senator ELLuENpDER. What is your six billion five now? 

Mr. Strassen. The hardware and training the most direct military 
items. 

We can give this in the testimony in complete detail. 

But to give you an immediate impression, six billion five is of mili- 
tary hardware and related items. Two billion dollars is defense 
support which has an economic character to it. 

Senator ELLENDER. Such as? 

Mr. Strassen. Such as aid to Korea, Formosa, Pakistan. 

Senator ELLENDER. How does that support differ from the money 
you are now asking in the pending bill? 

Mr. Strassen. It is the carrying forward of the items in the pending 
bill. 


DEFENSE SUPPORT 


In other words, we had defense support in Korea this past vear of 
$280 million altogether and that started the rebuilding of Korea and 
carrying it forward, and now we must carry forward Korea for another 
vear, SO we a dd another year's defense support on. 

You have used that same gadget for Vietnam 
and for $e count ries in which you hope to give economic aid; you 
ise “defense support” rather than calling it direct economic aid; is 
that right? 

Mr. Stassen. Defense support is the category described in the 
acts of Congress for those situations in which our Joint Chiefs have 
approved a force goal that the country should set up im our United 
States interest and the economy of the country cannot carry that 
force goal on its own and, therefore, you need some economic backing 
of the defense posture of the country involved. 

The two largest items in it are Korea and Indochina. The next 
largest items are Formosa, Pakistan, Turkey, Spain, Philippines, and 
on down into the others. 

Senator ELLENDER. As a matter of fact, there is no diffe:er :e be- 
tween that form of aid and purely economic aid except that you direct 
the expenditures of it; is that not true? 

Mr. Stassen. Yes; there is a difference in that in a country we will 
say in Formosa, we will help them build airfields for their jet planes, 
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we will help them put in port installations for their naval bases. We 
will do things that have a combination military and economic purpose. 

Whereas under economic aid we are more exclusively engaged in 
helping them do things that have an economic significance, but do not 
have a military signific ance. 

Senator ELLENDER. Now, can you get for us how much of the $6% 
billion that you say is for hardware and training broken down by each 
year? In other words, you say you have $614 billion altogether in 
your military carryover. How much of that was appropriated in 
1954, 1953, 1952, 1951? Do vou have that breakdown? 

Mr. Srassen. That is cumulative, Senator, 

Senator ELLENDER. | understand. 

Mr. Stassen. Sometimes some of the things you appropriated 
money for this year can be delivered rapidly and are paid out rapidly. 
Other things you might have appropriated money, we will say, in 
1951, for some jets in Turkey and they might not all be deliver ed yet. 

So that you will have some money in here that will go back 4 or : 
years for, we will say, jet planes or particularly all-weather fhe, 


ALL-WEATHER FIGHTING FORCE 


That has been one of the slowest, most difficult things to produce, 
the all-weather interceptor. Yet it is one of the most important. 
It has all this complex radar and fire-control apparatus. 

Even in our own Armed Forces, you will find that the money has to 
drag along 4 or 5 years before you finally get the result you set out to 
get. 

When you set up an all-weather fighting force for another country, 
say like Turkey, it takes a long time from the time you appropriate 
the money until you get the jet squadrons in the air and the money 
spent. 

CHANGING NATURE OF REQUIREMENTS 


Senator ELLENDER. Now, is it not a fact that this amount we are 
speaking of, that is the $8,490 million, of which $6% billion is for 
hardware and training, is it not a fact that some of the items for which 
the money was originally appropriated were canceled out and used 
for some other purpose? 

Mr. Strassen. That is right. In other words, this is a moving pro- 
gram, not a rigid program. 


EFFECT OF REDUCTION IN CARRYOVER 


Senator ELLENDER. The reason I am asking for details on that is 
to show, if I can, that even though you were to cut this it would not 
affect any agreement that we might have with any country, because, 
as I understand, all of this is put in the pot and used by us as we see 
fit because of changing conditions. 

Mr. Srassen. It would cause an immediate cutback in the com- 
mitments and programs that are out for the Department of Defense. 

Senator ELLENDER. Explain how. 

Mr. Strassen. I will explain it and I will do it as a part of what I 
say is a deeply felt defense of the Department of Defense in their con- 
duct of this program. 
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In the first place, you must realize that what we are talking about 
here is not a simple thing to handle for defense. They are working here 
with countries around the world in ve ry complex situations and they 
are engaged in the interest of the defense of the United States in doing 
something to help the establishment of over 180 divisions of troops 
around the world, of over 250 air squadrons, of over 550 naval ships. 

Now, in some instances they are only furnishing a small part of the 
equipment. In other instances they are furnishing the whole works in 
a country. 

Now, if you try to envision the job which these officers in the De- 
partment of Defense have when they are taking a worldwide program 
and trying to establish strength all around the Soviet area, and in all 
strategic points that are of concern to 40 countries, 180 divisions, 250 
air squadrons, 550 naval ships, the kind of planning of a shipping, of 
a producing, of an accounting task that that is, it is just tremendous. 

Therefore, when you say to Defense, “Why can’t you tell us on 
Thursday exactly what you are shipping to every country in the 
world and what it is going to cost,’’ you are saying to De ‘fense some- 
thing that no man on earth could answer. 

Now, I think that Defense has done a brilliant job in handling 
one of the most complex situations you can imagine and some of the 
finest officers in our program have been related to this program. 

These officers who are working in this, and these officials, I have 
observed on the one hand from an official role under the President 
to observe it, on the other hand in an administrative responsibility 
within the department, and I have noted that. 


POLICY ON ARMED FORCES EQUIPMENT 


Why does it get even more complicated? Here is something | 
want to spell out to this committee in a way in which it has never 
been spelled out before, but you need to know it, to understand. 
It has always been the policy of the Government, including the 
President, the Department of Defense, and my own role as Director 
of Foreign Operations, that our own United States Armed Forces 
should always have the very best of equipment. That is, if there is 
equipment that we are sending out; that first of all the United States 
squadrons, the United States divisions, the United States armored 
divisions, the United States ships should be up at the peak of modern- 
ized equipment, 

And that it would not be sound from any standpoint to be e quipping 
other nations’ divisions or other nations’ squadrons, or other nations’ 
ships with more modern equipment than our own have. 

Senator SALTONSTALL. That is in the original law, is it not? 

Mr. Strassen. As a policy, yes. 

Senator SALTONSTALL. Not as a policy, but as a requirement, 
because I helped write that clause. J am pretty sure that is in the 
original law. 

Mr. Srassen. Not quite to this extreme that I am going to describe 
how. 

IMPLEMENTATION OF EQUIPMENT POLICY 


How do we carry it out? It has meant from the beginning that 
when airplanes or tanks or anything else were produced, when they 
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came off the line, if there was a frontline United States squadron, or 
frontline United States division, that had equipment not quite that 
modern, the most modern equipment went to the United States units 
first, 

ATTITUDE OF GENERAL ACCOUNTING OFFICE 


That, then, meant that when the General Accounting Office looked 
at this from a normal obligational standpoint, especially when you 
set up this plan of sending this equipment over a period of years, they 
said, “This does not meet the normal qualifications for an obligation.” 

So last year they on the one hand knocked out the validity of a 
number of obligations, but in return they said, ‘‘We will set up a 
procedure called Reservation.” 

So that under a section of the law last year the procedure was 
established under which the Department of Defense could reserve 
MDAP appropriations for the carrying out of this program against its 
vse by the supplier of equipment, the De ‘pe artme nt of Defense. 

Therefore, as you work through a year’s program and you revise 
what is needed’ in these various countries according to changing 
conditions, vou reach a list of material which the Department of 
Defense is going to furnish and they receive the funds and they use 
those funds to repurchase the equipment that is coming off the line for 
our own United States divisions. 


RESERVATION OF FUNDS 


Therefore, you get into a situation, as we got into this year, where 
with all the careful replanning that goes on when you have things 
changing like the Formosa situation, the German-French agreement, 
the Pakistan business, you get into a situation where as you are near 
the end of the fiscal vear you have to set up a reservation of funds. 

And this reservation of funds that has been the subject of contro- 
versy, $420 million, was not added obligation of the United States to 
some manufacturer or to some exterior individual. It was the pro- 
cedure by which you prevent the lapse of money that is needed and 
you prepare to ship out in the future years this milit: ary equipment to 
these divisions and squadrons and ships around the world. 

And unless you permit these funds to be reserved, unless you permit 
the Department of Defense to move on the long pull on a situation 
of this kind, they never can carry out their directive. 

Because we have further followed the rule, and the Department of 
Defense has been very rigid in this, they will never tell another 
government that if you train the pilots, and we will help you train 
them, we will furnish you some jets 3 or 4 years from now inlets this 
Congress has appropriated the money to pay for those jets. 

Therefore, unless you have this lead time money in here you stop 
the forward movement. 

Why is the United States and the free world in a strong position 
today? It is a cumulative effect that goes back over a period of 
years and if you had not had the lead time through the years and 
the lead-time carryover money, we would not be standing today in a 
powerful position as we go into these summit talks. 
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MUTUAL SECURITY APPROPRIATIONS, 1956 I 
SITUATION IN SOUTHEAST ASIA 


Senator ELLENDER. Governor, before you go any further, were 
not changes made when the matter in southeast Asia was more or 
less settled? 

You had some money set aside for Vietnam to pursue the war there. 
The other day I got an article showing that in that area they found 
they have over $100 million more of equipment than they thought 
they had. 

There is no telling how much more equipment they have in that 
locality that is not inventoried. 

Mr. Srassen. That equipment is being inventoried under this 
very program, 

Senator ELLENDER. It said you found you have $100 million more 
than you thought you had. 

Mr. Stassen. Not what we thought we had. We did make a 
creat Many changes in the Far East. Let me describe the kind of 
changes we made. 

With every change we consulted the leaders of Congress before we 
made it, and we wrote to the committees of Congress when we made it. 

Senator ELLENDER. Before deducting it seems you add to your 
appropriation. It strikes me when vou find you have a certain 
amount of material on hand that you did not know that you had - 

Mr. Strassen. We are coming down from an 8 billion level to a 3 
billion level. 

Senator ELLENDER. That is because you got less appropriations, 
too. You did not refer to that a while ago. 

Mr. Strassen. We asked for less, Senator. We asked for less this 
vear. 

Senator ELLENDER. I say your carryover was less to some extent 
because of the fewer dollars you received. 

Mr. StasseN. That is right, and we asked for less. 

Senator ELLENDER. You asked for more than you got sometimes, 
vou know that. 


ESTABLISHMENT OF REPUBLIC OF KOREA DIVISIONS 


Mr. Strassen. Take the Far East situation. When the Indochina 
shooting stopped we had these appropriations and at the same time 
vou had a situation where there were a number of United States 
divisions in Korea. These divisions were very expensive to maintain 
and were also way out on the periphery right near the Soviet, not a 
cood strategic position for United States divisions. So we shifted 
some funds from Indochina in accordance with the authority of Con- 
cress; and, in consultation with Congress we put more money in Kores 
to establish Republic of Korea divisions, and, as we established more 
Republic of Korea divisions, we pulled some of the United States 
divisions out of the line, sent them back to the United States and to 
Japan. 

We saved money for the United States. We got our forces in 
better posture for better strategy and we built a stronger Korean 
\rmy. 





MUTUAL SECURITY APPROPRIATIONS, 1956 


EXPANSION OF FORMOSA PROGRAM 


At the same time with the difficulties obvious around Formosa 
with the jet buildup of Red China we expanded the Formosa program 
to bring Sabrejets to Formosa and the backup that was needed. 
Likewise we added some funds so that they could take out overage 
men in the Chinese Army and start bringing in some young Formosans 
in the Chinese Army. 


REFUGEE MIGRATION IN INDOCHINA 


Now another thing that happened, Senator, was that you had 
this tremendous refugee migration from the north of Vietnam to the 
south, and that refugee migration meant up to 600,000 people fleeing 
Communists. 

That was not an expense that was there before. So we took a part 
of the funds that had been destined for arms in the fighting in Indochina 
and we used them to do what I think everyone now recognizes to have 
been an outstanding accomplishment. We resettled these people, in 
many instances along with their priests and their local leaders, in the 
south of Vietnam, and instilled new hope in that half of the country to 
stop the Communist advance. 


AUTHORITY FOR TRANSFER OF FUNDS 


I emphasize again we have never made a transfer of funds under 
this program that was not in accordance with the authority of Con- 
gress. 

We have never made a transfer of funds in this program that was 
not presented to the President with the joint recommendation of the 
Secretary of State, the Secretary of Defense, the Director of the 
Bureau of the Budget, and the Director of FOA and there has always 
been consultation with the respective chairman and senior members of 
the minority in these committees. 

Now, that is the way these changes have been made as the programs 
moved along. 

Senator ELLENDER. Going back to the question I asked you a while 
ago, would you be able to tell us of the amount of $8 billion plus, how 
much of that was transferred or is constituted in each year that you 
mention on this table? In other words—— 


ORIGIN OF CARRYOVER FUNDS BY APPROPRIATION 


Mr. StasseN. You mean what is the origin of the 8 billion 4 by 
vears of appropriation? 

Senator ELLeNpDER. For each year. Then the next question is: 
I would like to find out what this money was set aside for. 

In other words, it cannot be that you have money in 1948 and 1949 
left over now that you have not spent, that is obligated, but vou have 
not actually spent? 

Mr. Strassen. You see, ee a standpoint of accounting these 
funds merge during the fiscal year, so that it is just like if vou have a 
balance of $900 in the bank nd you have an active checking account, 
to try to say where did those $900 come from, when did you earn 
them—well, how do you determine when the dollars were put in and 
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when they were pulled out. It is a cumulative matter and you cannot 
separate them. 

Senator ELLENDER. Why can you not tell us how much of 1954 
vou had left over; how much of 1952 you had left over? I do not 
mean cumulative, but I mean this carryover. 

Mr. Strassen. Because they merged, Senator. 

Senator ELLENDER. I have been unable to find out the difference, 
according to some testimony we had before our own armed services, 
between unexpended balances and unobligated balances. And now 
you have another new one—what is that one? 

Mr. Strassen. Reservation. 

Senator ELLENDER. What is the difference? Is that a new method? 
| never heard of it before. 

Mr. Strassen. It is in the law. 


DEFINITION OF RESERVATION FUNDS 


Senator ELLENDER. What is the difference between a reservation, 
an unexpended balance, and an unobligated balance? Will you tell 
us the difference between those three terms? 

Mr. Strassen. Yes. The reservation is made in accordance with 
section 110 of the Mutual Security Appropriation Act of 1955. It 
Says: 

Within the limits of amounts available from funds so allocated, the Department 
of Defense is authorized to incur, in applicable appropriations, obligations in 
anticipation of reimbursement from such allocations and no funds so allocated 
and available shall be withdrawn by administrative action until the Secretary of 
Defense shall certify they are not required for liquidation of obligations so incurred. 
Unobligated amounts of such allocations equal to the value of orders placed 
With the military department against such allocation during the current fiscal year 
shall be reserved and shall remain available until June 30, 1957 

(Discussion off the record.) 

Mr. STassEN. That is a reservation technique that was worked out 
by the appropriation legislation last year and that is what is involved 
in this $420 million at the end of the vear. 

Senator ELLENDER. When that reservation is made. then, no orders 
are out for the manufacture of the material that may be needed. 

Mr. Stassen. The Department of Defense has put in an order for, 
we will say, $400 million of equipment, for tanks they are going to get 
and they are going to charge $300 million for the tanks going to the 
Turkish armored divisions under MDAP. 

Senator ELLENDER. I would like you to tell us how in the name of 
commonsense all of this could have been done, that is, getting obliga- 
tions in under the wire as I see it? I cannot understand the attitude of 
the Department of Defense. The Army obligated $341,617,694 on 
June 30, the last day of the year, thereby making a total in the Army 
for these things we are talking about of $1, 510,849,435? 

Mr. Strassen. That is because through the year each military de- 
partment figures out what equipment is yet needed for these 180 
divisions, these 250 squadrons, these 550 naval ships, that has not 
yet been delivered. 

Senator ELLENDER. Why wait until June 30 to do it? 

Mr. STassEN. Because the operation of 1311 had not been com- 
pletely figured out until June 21. This work was done long before 
June 30. The work was prepared over a period of weeks. 











20 MUTUAL SECURITY APPROPRIATIONS, 1956 


EFFECT OF MANSFIELD AMENDMENT 


Senator ELLenpErR. What effect did the so-called Mansfield amend- 
ment have in getting the Department of the Army to do this on 
June 30? 

Mr. Strassen. If there had not been any limitation on carryover 
you could carry over funds as unreserved just as easily as you could 
carry them over as reserve. 

But the President had requested the one billion four of new funds 
for defense and he had requested the carryover of the other funds. 

Now, then, the combination of the operation of the Mansfield 
amendment, plus the fact that the appropriation action could not 
possibly occur before June 30 because it was going over the end of 
the year, meant that there was danger that 420 million would fall 
between the chairs. That was very necessary money, it represented 
programs for these various countries, and it would be lost without 
anybody having a chance to do anything about it. 

Senator SALTONSTALL. Would you yield for one question? 

Senator ELLENDER. Surely. 

Senator SALTONSTALL. Governor Stassen, what it amounts to, does 
it not, is that the Department of Defense made a decision on June 
30 that this amount of money which had been unobligated should be 
designated as tanks, airplanes, automobiles, and what-not, so that 
you carried them over in the form of hardware rather than in the form 
of money; is that correct? 

Mr. Strassen. That is right. In other words, the Department of 
the Air Force labeled 573 aircraft that they owe to this program for 
the various countries. 

Senator SALTONSTALL. Does that mean that the airplanes are picked 
out or is it just paperwork? 

Mr. Strassen. The countries in which the squadrons are to be estab- 
lished are picked out and they are in various stages of training the 
squadrons. The airplanes will be delivered when the planes come 
off the production line. 

Senator SaLronsTaLL. What vou mean was that vou designated 
plane A in Seattle, Wash., as a plane that was going to country B? 

Mr. Strassen. Not quite that definite, because planes may crash. 
It means that when the Pakistan jet squadron is ready for planes, the 
Department of the Air Force is agreeing that they are going to furnish 
that squadron, the planes. 

Senator Sarronsraty. Those are designated as planes in Seattle, 
Wash.? 

Mr. Strassen. That is right. 

Senator ELLeNDER. You have today a revised total of money u 
the hands of the armed services of $3,464,997,310, and that amount 
includes this $258 million that was placed in the kitty, as it were, under 
date of June 30. 

Mr. Strassen. It is a good thing those funds are there, Senator. I 
wish I could get vou to feel that rather than being critical of this, 
you would be proud of it. 

In other words, this is a way that our Armed Forces are accom- 
plishing some brilliant results for the security of the United States. 

Now, there is only one reason that we have airfields all over the 
world that are open to our planes. 
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BURDEN UNDER NATO AGREEMENTS 


Senator ELLenpeR. Yes, but we are paying for that, Governor 
Stassen. Do not forget this, as I developed yesterday before the 
Armed Services Subcommittee: In addition to all of this that we are 
talking about now, we are carrying part of the burden, a good deal 
of the burden in addition to this, of the NATO agreements. We are 
building a lot of airports in France and we are putting up 40 percent 
of the money to pay for them. 

Mr. Strassen. Forty percent comes out of this program. 

Senator ELLENDER. No. 

Mr. Srassen. Yes, sir;it does. We are actually paying 42 percent. 

Senator ELLENDER. Why are they asking for funds before the 
Armed Services Committee then? 

Mr. Srassen. It is not exclusively United States. 

Senator Ettenper. No, there is in the public works bill we have 
before us, a cert3in item in order to construct these airports in France 
and it is not going to be taken out of this fund. 

Mr. Strassen. Then these are not the NATO fields. These are 
exclusively United States fields. 

Senator ELLeNpER. But they are going to be used by the NATO 
countries. We are carrying our own burden, which is heavy. We are 

carrying 42 or 43 percent of the NATO obligations of our friends 
across the seas. 

In the magazine article that you had published some time ago 
entitled, “Do it yourself”’—and I might state that I have been to these 
countries since you visited them, and I am sure you did not exaggerate 
conditions over there; if anything, I think they are better than you 
have indicated in this article—I want to compliment you on writing 
such a fine article as to what we did there. 

Mr. Strassen. Thank you. 


CONTINUING NATURE OF BURDEN 


Senator ELLENDER. Now, with all of that improvement, with put- 
ting Great Britain, with putting France and everybody else on their 
feet to the point where they are better off now then they have ever 
been, why is it that we have to keep on carrying this burden and not 
getting them to assist? 

Mr. Strassen. Because it is a more successful way of accomplishing 

nited States results. 

Senator ELLENDER. You mean with our putting up all the money? 

Mr. Strassen. No, not all. 

Senator ELLeNnpER. That is what we are doing. 

Mr. Strassen. No, you know we are not. Senator, today, the 
United States is more powerful in a military way than it has ever 
been before. Today the United States has a stronger economy, more 
jobs, more profits in business than it has ever had before. 

Senator ELLENDER. I do not see how you can say that. 

Mr. Strassen. Look at the statistics. 

Senator ELLENDER. What causes it? This huge amount of money 
that we are now spending for military purposes, giving it abroad and 
spending it abroad, not for ourselves? 

Mr Srassen. You cannot be strong and secure in this world unless 
you are powerful militarily. 
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Senator ELLENDER. What would happen to our economy if we 
stopped making this military equipment? 

Mr. Stassen. We would expand the civilian economy for the en- 
joyment of the people of the world which would be unprecedented. 

Senator ELLENDER. You could do it if you gave it away. They 
would not buy it from you. 

Mr. Strassen. Senator, some people said that if our defense budget 
came down 2 years ago we would go into a depression, but instead of 
that the United States economy adjusted and without any advance in 
prices from inflation we went up to a higher standard of living than 
ever before. I really do wish that you would reflect on what has 
actually happened and that you would become a champion of this 
program. 

COMMENT OF FORMER ADMINISTRATOR 


Senator ELLENDER. I have been a champion of this program ever 
since it has been on the statute books, particularly the Marshall aid 
plan, until I found out that we had gone beyond the fondest hope of 
the original administrator. Why, Mr. Paul Hoffman, the first ad- 
ministrator of ECA, never envisioned this, nor did most of us when 
we voted this program. If you read the record, Mr. Hoffman said: 

Why, Senators, if you can increase the industrial production of Western Europe 
by 25 percent you can pull out. 

Here you said it is up to 57 percent and we are still there. And vou 
base your figures not on 1938, but on 1948. 

Mr. SrasseN. That is right. 

Senator ELLENpER. If you were to take 1938 as a starting point, 
you could add 20 percent more to your 57 percent, making a total 
increase in industrial production of 77 percent, and with all of that, 
Governor Stassen, we are still there picking up the checks. 

That is what I cannot understand of you and other people in this 
Government. We have gone far beyond the expectations of Mr. 
Hoffman, in fact of everybody connected with this program. 

Mr. Strassen. Senator, will you please just listen to this for a 
moment. 

Senator ELLENDER. I wish you would listen to me sometimes. 

Mr. Strassen. If you look back to when Mr. Hoffman said that it 
was before the Korean war, before the Soviet Union had shown :that 
they knew how to make atom bombs. It was at a time when there 
was a very different security outlook, and from an economic standpoint 
we have gone beyond the original view of the Marshall plan. 

But in the meantime we have had a tremendous defense burden put 
upon the free world because of the great aggressive moves of com- 
munism and their advance in nuclear weapons and in delivery capa- 
bility. 

Now, if we stayed in the posture in the free world that we had in 
1948, and just kept that posture even though in the meantime when 
the Korean war came and Soviets discovered the means of making 
atom bombs, then we would be foolish. 

Instead of just standing in that position the whole free world, with 
United States leadership, has moved ahead to a great position of 
strength and still strengthened their economies to take care of the 
load. 
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So the whole free world economy today is carrying an unprece- 
dented defense load of almost $60 billion and they are carrying it 
successfully, including our own economy, Senator. That, I think, is 
one of the reasons why there is a little more favorable outlook in the 
coming contacts of the Big Four and all that that means in peace and 
war. 

Senator Dirksen. Senator Ellender, may I intrude at this point? 

Senator ELLENDER. Any time you want to. I am just trying to 
bring out some facts. 

Senator Dirksen. I wanted to get back on the procedural aspects 
of it. That is a question we are going to have to successfully resolve. 

I hope General Wilson will listen to this and Mr. Shaw. There is 
going to have to be an argument to meet the contentions made in the 
report by the House—— 

Senator ELtenpER. I do not see how they can overcome it. 


JUSTIFICATION OF HEAVY JUNE OBLIGATIONS 


Senator Dirksen. I think there is an answer to it. Offhand it 
would look a little difficult to justify to obligate that much money in 
the month of June, not only wins is the obligated amount, but on the 
last day. 

But as I sense this, the House hearings are rather vague, and I say 
it with great respect to our old body, the House of Representatives. 
But when we got into that obligation first, years ago, you remember 
we got the General Accounting Office people out of bed and we were 
here until 1 o’clock in the morning and everybody was bewildered as 
to what was a deobligation and an obligation. 

At long last out of it came section 1311. There they nailed down 
7 or 8 specific definitions as to what constitutes an obligation, a 
purchase order, legal obligation under the law, something in writing, 
a firm order of some kind. It is all set out. 

Then, of course, the requirement that there be a report submitted 
by the 30th of September except for the year 1954 when we made it 
December. 

Now, that gave Defense and gave your organization real difficulty 
because the question was what money would you lose if, for instance, 
vou had to change pace, if you had to swap for a different kind of tank 
in Turkey or if you had to put one kind of plane as against another in 
Korea, - in Formosa. Am I right up to this point? 

Mr. Srassen. You are right. 

Senator DirksENn. So then we came along and wrote section 110 
in the bill. That is the so-called reservation section that you were 
just describing, to the effect that out of applicable appropriations they 
set aside that much so that if new equipment was to go to our units 
and old equipment was to be pulled out and sent elsewhere, that you 
would not loose your money and lose the advantage of lead time that 
you had to have, and I agree with you thoroughly on that point. 

Then that offered some difficulty for Defense as I understand, and 
they wondered whether they were on good ground and had to consult 
the Budget Bureau. So for a long time there was an interchange 
between Defense and your agency— 
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BUDGET BUREAU APPORTIONMENT 


Mr. Strassen. May [I interject. They not only have to consult the 
Bureau of the Budget, but have to get an allocation of the money. 
They didn’t get an allocation of the last money from the Budget 
Bureau until the 29th of June. 

Senator DirksEN. Or was it the 24th of June? 

Mr. Strassen. I think it was the 29th of June. 

Senator Dirksen. In any event, I understand that in this inter- 
change between the various executive agencies and the Budget 
Bureau trving to find out what they might lose as a result of this 
involved procedure, and it is an involved procedure, and we wrote 
it in the law and we are responsible for it, it seems to me 

Mr. Strassen. I sav nobody is responsible. You have a situation 
and there are no simple ways of handling it. You can’t for one 
moment be doing something for armament in 40 other countries, of 
the scale we are talking about, and changing the world picture and 
have any simple way of doing it. 

Senator Dirkspn. You will admit sitting around this table at 1 
o’clock in the morning there were members of the House and Senate 
wondering how they could recapture some of these obligated funds, 
I could name names because I was out in the middle of this picture, 
as weary as _I was at the time. 

Now, we wrote that into the law, Then it was up to you and the 
Budget Bureau and the Defense Establishment to interpret what we 
wrote 

I think if I had been in the budget end of the Defense Establishment 
I would have had grave doubts as to what I could legally do, so there 
was this interchange back and forth before it was resolved and 
was not resolved until either the 29th or the 24th of last month. 

Mr. Strassen. That is right. 

Senator DrrkKsEN. That would either be a week or 1 day before 
the end of the fiscal vear, and when it was resolved you ae obligated 
the rest of this money, and I think the sheets are here, I have them 
here somewhere, to indicate how much was obligated and what for. 

Mr. Strassen. That is right. I could put in the record at this 
point the list from the Defense letter. 

Senator Dirksen. I think the list should go in the record at this 
point. 

(The information referred to follows: ) 

OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., June 30, 1955, 
Memorandum for the Assistant Secretary of the Air Foree (FM) 
Subject: MDAP Order for Common Items, OASD-COMPT 57-—1151080,.002 
No. 20-9 

Pursuant to the provision of section 110, Public Law 778, 83d Congress, and 
Department of Defense Directive No. 2110.16, an order for common items is 
hereby issued to the Air Force. This order increases the total value of common 
item: orders, issued to the Air Foree in fiscal year 1955, by $258,472,976, for a 
revised total of $3,464,997.310. 

This order is to be consolidated with and become a part of all previous orders 
issued under the symbol 57—1151080.002, as shown by budget activity and project 
on the attachment. Item content of this common item order will be issued to 
vou by ISA/OMAP under separate cover and is to be made a part of this order. 

Reserves established for the Air Force against available apportioned funds 
under appropriation limitation account ‘1151080.002, military assistance, 
general, executive, 1955”? have been inereased by the amount of this order and 


Sse blac 


= eat ei late te 





ap} 
him 
del 
chs 
dal 





he 
Cv. 
ret 


er- 
ret 
his 
yte 


on 
ne 

ot 
nd 


ite 


we 


nt 
are 


re 
ed 
em 
or, 
his 


his 


ce 
wd 





MUTUAL SECURITY APPROPRIATIONS, 1956 29 


will remain available until June 30, 1957, to reimburse applicable Air Force 
appropriations and to cover disbursements made from MDA appropriations or 
limitation ac¢ounts during fiseal year 1955, equal to the value of common items 
delivered subsequent to June 30, 1954, except for the excess of expenditures 
charged to MDA appropriations over the value of materiel delivered as of that 
late. 

Approved by: 


i 
} 


i A. C. Davis, 
} Vice Admiral, United States Navy, 
Deputy Assistant Secretary of Defense ISA 
GLENN V. GIBson, 
: 














(For Ww. J MeNeil, Assistant Seeretarv of Defense, Comptroller.) 
i Enclosure 
|@ MDAP order for common items (OASD-COMPT 57-—1151080.002) No. 20-9 
i | a a eee ~ wat = a a = al 
j : ; | | a 
| ‘ Activity | Project Description Value 
: | | } 
. mm eas 
FG bdo secs Aireraft_- ee sabi spatanena caine cats Palos eras Sige anaes | $99, 851, 643 
7s : 
111 | aT CI i a nr a 324, 413 
| 112 Aircraft components and maintenance spares and ‘spi ire parts. -| 70, 295, 305 
113 | Related aircraft equipment and supplies. --..........--..--------- 2, 231, 925 
WE tndeeneens TG I issn sities Sates eknk ssn th atts a och Dl eg eben iia te eran at 15, 577, 912 
141 | General purpose support vehicles, complete_._..-......----------- | 11,919, 701 
142 | Special purpose support vehicles, complete_------ 837, 376 
143 Support vehicle components and maintenance spares and spare | 
ei tdeiiansic6eqwacatenns isiscitihn waa duane abe camera te msaiaanin 2, 820, 835 
TOOL chacess We Ge one no a aseao nonce ten haltd aia mene Mina iia ets 600, 000 
| | i aa 
162 Weapons, components and maintenance spares and spare parts-- 600, 000 
Peidenneiasecesi Ammunition.__..-.-..-- a aca oe aa 5 na a tis ain ed a eae 12, 197, 133 
171 Ammunition, complete rounds....--. eee 9, 880, 863 
72 Related ammunition, components, equipment ind supp sie a. 2, 316, 270 
190 eee eS aes Electronics and communication equipment-----.......----------------- | 115, 714, 658 
191 | Electronic and communication equipment, complet: jee 54, 244, 602 
192 | Electronic and communication components and maintenance spai ares 
| and spare parts. _..---- iO Cte ; ee 61, 470, 056 
, | ee ooo) -ERIOF SERGEP IO) DARING OURININODE 6 is cecic casesteccemccusnndcaaagaence 14, 678 
| | i a om 
221 | Major materiel-handling equipment, complete__..__--------- a 14, 678 
: : 
a0 lasenaw snimn | COORMET ORNS CUE in isis dne se ceepseescc. cannes ae 2 


| 231 | Construction equipment, complete-_--.-- 





240 |-...-.....| Training equipment 

250 |.-...-.---| Shop and utilities equipment_-_ 

WO ede nccces | Photographic equipment 

290 |_.........| Medical equipment and supplies 

300 |_.........| Organization, base and maintenance equipment.--- 


eS OU id koices bis dane ‘ i . . ee ‘ 258, 472, 976 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., June 30, 1955. 
Memorandum for the Assistant Secretary of the Army (FM). 
Subject: MDAP Order for Common Items OASD-COMPT 21—1151080.002 
No. 22-7. 
Pursuant to the provisions of section 110, Public Law 778, 83d Congress, and 
Department of Defense Directive No. 2110.16, an order for comnion items is hereby 
sued to the Army. This order increases the total value of common item orders 
ued to the Army in fiseal year 1955, by $341,617,694, for a revised total of 
S1,510,849,435. 
This order is to be consolidated with and beeome a part of all previous orders 
ssued under the symbol 21-1151080.002, as shown by budget activity and project 
the attachment. Item content of this common item order will be issued to you 
ISA/OMAP under separate cover and is to be made a part of this order. 
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Reserves established for the Army against available apportioned funds under 
appropriation limitation account ‘1151080.002, Military assistance, general, 
executive, 1955"’ have been increased by the amount of this order and will remain 
available until June 30, 1957, to reimburse applicable Army appropriations and 
to cover disbursements made from MDA appropriations or limitation accounts 
during fiscal year 1955, equal to the value of common items delivered subsequent 
to June 30, 1954. 

Approved by: 

A. C. Davis, 
Vice Admiral, United States Navy, 
Deputy Assistant Secretary of Defense (ISA). 


GLENN V. GriBson 
(For W. J. MeNeil, Assistant Secretary of Defense, Comptroller). 


MDAP order for common items (OASD-COMPT 21-1151080.002) No. 22-7 


} 
Activity | Project | Description Value 


ce IIR cine scented iseaihnadasniebidinebmannstinauapnangtitianiien mn 


Aircraft components and maintenance spares and spare parts | 3,920, 130 
Ships and harbor craft - 


Ship and harbor craft components and maintenance spares and 
spare parts__. ; Sai ieee aia nlutdaduaty aupaaiiios ake tae 
Combat vehicies.................. = Ri 59, 109, 12s 


| 


Tanks, complete- : | 34, 869, 302 
Tank components and maintenance spares and spare parts 30, 933 
Combat vehicles (other than tanks), complete err ae 


| Support vehic a lateb em eare a iene 10, 320, 910 
General purpose support vehicles, complete. 9, 098, 999 
Support vehicle components and maintenance spares and ‘spare 

i are we A 221, 911 


Artillery -_- 


Artillery, complete ____._- soca sap euieesl 
Artillery, components and ‘maintenance spe ares and spare parts. 


| Weapons... 5 ; Soe eute aa ate ode cerceea 6, 3, 816, 646 


Weapons, complete __ -. 6 361, 844 
Weapons, compone nts and maintenance spares and spare parts pon 454, 802 


Ammunition peas ahaa aa : | | 136, 629, 522 


Ammunition, complete rounds Ra : : 35, 497, 773 
Related ammunition components, equipment ‘and supplies ‘a 101, 131, 749 


Electronics and communication equipment Kas aeinn 49, 435, 6 600 


Electronic and communication equipment, complete 20, 934, 678 
Electronic and communication components and maintenance 
spares and spare parts. - wil 28, 500, 922 


Construction equipment a ‘ aaa as oti 11, 085, 719 
Construction equipment, complete___..__- aia 195, 479 
Construction equipment spares and spare parts. ; 10, 890, 240 


Training equipment 

Medical equipment and supplies 
Organization, base and maintenance equipment and — 

World War II vehicle spares ; ‘ 44, 373, 491 


Total ; iy 341, 617, 604 
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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., June 30, 1955. 
\lemorandum for the Assistant Secretary of the Navy (FM). 
Subject: MDAP order for common items, OASD-COMPT 17-1151080.002— 
No. 21-6 (correction). 


Pursuant to the provisions of section 110, Public Law 778, 83d Congress, and 
Department of Defense Directive No. 2110.16. This order amends MDAP 
order for common items, OASD-COMPT 17-1151080.002— No. 3-1 to $238,416,- 
215 by a reduction of $2. £552, 191 and increases the total value of common item 
orders issued to the Navy in fiscal year 1955, by $14,049,841, for a revised cumu- 
lative total of $334,239, 021 as shown on the following tabulation: 


‘hs Fas - 
M DAP order for common items, OASD-COMPT Original Amended Changs foe 


eae ; : crease, (+) 
17-1151080.002 order order decrease (—) 


| $262, 968,406 | $238, 416,215 | —$24, 552,191 
3, 580, 663 3, 580, 663 | 
28, 193, 345 | 28, 193, 345 
3, 031, 000 3, 031, 000 | 
), 967, 957 46, 967,957 | 


Revised total : ; 344, 741,371 | 320,189,180 | —24, 552, 
a sor Se. 049,841 | 14,049, 841 | 


Revised total per this order_ - ‘ a 358, 791, 212 | 334, 239, 021 | ~24, 552, 191 
| 
| i 


This order is to be consolidated with and become a part of all previous orders 
issued under the symbol 17—1151080.002, as shown by budget activity and proj- 
ect on the attachment. Item content of this common item order will be issued 
to you by ISA/OMAP under separate cover and is to be made a part of this 
order. 

Reserves established for the Navy against available apportioned funds under 
appropriation limitation account ‘1151080.002 Military Assistance, General, 
Executive, 1955’’ have been increased by the amount of this order and will remain 
available until June 30, 1957, to reimburse applicable Navy appropriations and 
to cover disbursements made from MDA appropriations or limitation accounts 
during fiscal year 1955, equal to the value of common items delivered subsequent 
to June 30, 1954, except for the excess of expenditures charged to MDA appro- 
priations over the value of materiel delivered as of that date. 

Approved by: 

A. C. Davis, 
Vice Admiral, U. S. Navy, 
Deputy Assistant Secretary of Defense (ISA). 
GLENN N. GIBSON, 
For W. J. McNEIL, 
‘Assistant Secretary of Defense, Comptroller. 
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MDAP order for common items (OASD-—COMPT 17-1151080.002) No. 21-6 





Activity | Project | 





ct Zz 
Description Value 












136 1... Aircraft ___- ’ aa : __--.|$2, 105, 460 


112 Aircraft components and maintenance spares and spare parts........| 2, 105, 460 
| . 












er Ships and harbor craft- : ‘ 1, 317, 555 

122 Ship and harbor craft components and maintenance spares and spare | 
parts + aad . jutwer Tdnwdudndens | 1,317, 566 
150 Artillery : : va wsvcncasnens hs Sue 
151 Artillery, complete ‘ _...-| 302,410 
i 152 Artillery, components, and maintenance spares and spare parts___--_} 135, 884 
160 oe Weapons i . See ee 23, 355 
161 Weapons, complete. _ 21, 355 
162 Weapons, components and maintenance spares and spare parts_- 2, 000 
170 Ammunition x = a ...------| 7, 946, 804 
: 171 Ammunition, complete rounds 7, 735, 650 
sab 172 Related ammunition components, equipment and supplies ace aet ae 
190 a Electronics and communication equipment... __-_- Be ; --.--| 2, 158, 682 
191 Electronics and communication equipment, complete... ___- 7 1, 868, 665 

eles 192 Electronics and communication components and maintenance spares 

and spare parts. - eee | 290, 015 
300 ‘ Organization, base, and maintenance equipment and supplies-___- on 159, 600 


TO Se ediens sida Glastatdebhtiedtc Si ieems aidan abuts tate 14, 049, 841 



















Senator Dirksen. General Wilson, what about this? Is this 
estimate of this situation correct; or not? 


OFFICE OF SECRETARY OF DEFENSE 


STATEMENT OF BRIG. GEN. JAMES K. WILSON, USA, DIRECTOR, 
OFFICE OF MILITARY ASSISTANCE PROGRAMS, OFFICE SECRE- 
TARY OF DEFENSE, AND MARKLEY SHAW, COMPTROLLER, 
OFFICE OF INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT 

OF DEFENSE 








RESERVATION AGAINST COMMON-ITEM ORDER 


















General Witson. That is correct. We placed on the last day a 
reservation against common-item orders under this section 110 for 
this amount. 

Senator Dirksen. That means you did not actually get the pro- 
cedural question solved to make sure that you were on solid legal 
ground until late in June. Was it June 24 or June 29? 

General Witson. It was the 24th 

Mr. Suaw. It was the 21st. 

Mr. Strassen. I think that the 24th date was when Defense re- 
quested an apportionment and it took the Bureau of the Budget the 
next 5 days to decide the answer to the request. In the meantime, 
another agency had to be consulted, the General Accounting Office, 
as to what the rules were. 

Senator Dirksen. Now, Mr. Shaw, I want your opinion on the 
record now as to whether this summation I made of the difficulty is 
correct. 
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COMPLIANCE WITH EXISTING LAW AND PROCEDURES 


Mr. SHaw. Thank you, sir. 

Mr. Chairman, Mr. McNeil, the Comptroller of the Department of 
Defense, will be prepared Thursday to give a full and detailed explana- 
tion of this entire incident. I hope the committee will be willing to 
wait until that time to get it. 

I would like to answer the Senator directly and say that everything 
that we did was prescribed by law. It is entirely in order as far as the 
Department of Defense is concerned. 

The Department of Defense and the people in the other agencies 
who considered the situation decided that the action of reserving 
funds for common-item orders on the last day of the fiscal year was 
the only solution that the Department of Defense could accept. 

Senator ELLENDER. You mean in order to comply with the new 
authorization? 

Mr. Suaw. In order to comply with the existing law and the pro- 
cedures which we were following in order to carry on and implement 
the military assistance part of the program. 

Senator ELLENDER. Now, will you answer this question: Is it not 
a fact that all this was brought about because of the Mansfield amend- 
ment that now appears in the new authorization act. 

Mr. Suaw. I am very sorry, sir; you cannot answer that so simply. 
The Mansfield amendment was one of the elements involved. The 
1311 requirement was even a more important element involved in the 
situation. 

I hope, sir, that you will be willing to wait to listen to Mr. MeNeil’s 
explanation of this. He is preparing to give you a full and complete 
story. 

Senator Dirksen. Mr. Chairman, it makes it more understandable 
if we understand now as we go along in the hearings where this 
difficulty arose because we will be asking questions about the money 
that is involved and unless we have some concept of why it was done 
and what the procedure was, it is all just a little bit vague. 


HOUSE COMMENT 


I think we ought to implement the record here just a little further 
because in the House report with respect to this $420 million they carry 
this language. They say: 


The reduction of $420 million is reeommended by the committee on the basis 
of a written understanding between responsible officials of the Department of 
Defense and the committee. 

Senator ELLENDER. To whom was it addressed? 

Senator Dirksen. I have the letter here. I want to get this part 
in the record, too, because I do not see how we are going to resolve 
this item of difference and $420 million is the largest item here between 
the House and Senate. 

But here is a memorandum from the Office of the Assistant Secretary 
of Defense, Washington, D. C., Comptroller, June 29—do you have it? 

Senator ELLENpDER. I| have a letter dated June 29. 
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MEMORANDUM OF AGREEMENT 


House Appropriations: subject: Meeting attended by Mr. Passman, 
Mr. Taber, Mr. Wigglesworth, Mr. Orescan, Mr. Markley Shaw, and 
Geveral Moore, in connection with the foreign aid bill. 

I will just read the first paragraph and the rest of it we will put in 
the record. 





This is to make a record of Mr. Shaw’s and my understanding of the agreement 
reached vesterday, the 28th of June 1955, by the three members present in con- 
nection with the apportionment request of the Department of Defense for military 
assistance funds now pending in the Bureau of the Budget 


and so forth. 

It is signed R. S. Moore, major general, United States Army, 
retired, special assistant to the Comptroller. 

(The complete text of the memorandum referred to follows:) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., June 29, 1955. 
Memorandum for Mr. C. D. Orescan, House Committee on Appropriations, 
Subject: Meeting attended by Mr. Passman, Mr. Taber, Mr. Wigglesworth 
Mr. Oresean, Mr. Markley Shaw and General Moore in connection with 
the foreign-aid bill. 

This is to make of record Mr. Shaw’s and my understanding of the agreement 
reached vesterday, the 28th of June 1955, by the three members present. in 
connection with the apportionment request of the Department of Defense fo: 
Military Assistance Funds now pending in the Bureau of the Budget. 

In substance the agreement was as follows: 

a) Unapportioned funds now held by the Bureau of the Budget in the amount 
of $420 million should not be released by the Bureau for immediate reservation 
by the Department of Defense to support common-item orders on the military 
departments to deliver approved program items prior to June 30, 1957, even 
though this procedure is authorized in accordance with section 110, Public Law 
778, 83d Congress. 

(b) That no objection would be interposed to the reapportionment by the 
Bureau of the Budget of approximately $312 million included in the apportionment 
request now pending which represents funds which were previously allocated to 
the military departments for direct obligation against shipbuilding, offshore 
procurement, facilities assistance, development of advanced weapons and other 
similar purposes, of approved programs and which are now to be reserved befor 
the end of the fiscal year for common items required by the program. 

R. S. Moors, 
Major General, USA (Retired), 
Special Assistant to the Comptroller. 

Now, Mr. Shaw, I do not know if I am correct, or not, but it says 
in paragraph one: 

My understanding of the agreement reached yesterday by the three members 
present 
is this an understanding that the three members of Congress had 
who were present there? 

Mr. Suaw. Yes, sir; that is the way I remember the situation to be. 
We met with the three members of the House of Representatives 
for the purpose of trying to see whether or not they would be willing 
to allow us to utilize the $420 million that is under question. 


OPPOSITION TO USE OF FUNDS UNDER SECTION 110 


The three members were quite adamant, they did not wish to see 
those moneys utilized in accordance with section 110 procedure by the 
Department of Defense. This meeting was held after the Department 


Senator DirksEN. Memorandum to C,. D. Oresecan, member of 
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' of Defense had submitted an apportionment request to the Bureau 
of the Budget. Consequently the Department of Defense was in no 


, Ps 
oe | position to do anything except to report the attitude of these three 
ang |) len to the various interested people in the Executive Branch. 
We did that. After it all was considered the Bureau of the Budget 
a made the apportionment and, of course, the Bureau of the Budget, 
|} acting for the President, making the apportionment in effect gave us 
+ a mandate to reserve the funds in accordance with out original plan. 
eet Senator Dirksen. So actually whatever agreement was here, when 
ca they Say: 

\n agreement or understanding between responsible officials of the Department 

f Defense and the committee. 
my, actually the Department of Defense did not agree to this? 

Mr. Suaw. The Department of Defense was in no position to agree 
because the Department of Defense had previously asked the Presi- 
lent’s Budget Bureau to make an apportionment of the money. 

5. The matter was out of our hands. 
Senator Dirksen. Consequently, there was nothing under the 
rth, circumstances that you could do about it. 
with Mr. SuHaw. There was no alternative except to decide we would not 
tilize the fund that the President was to apportion for this purpose, 
oe and we felt in the Department of Defense that that alternative was 


e., ot the reasonable course for us to accept. 
After all, we are agents of the executive branch of the Government 
and it is our responsibility to continue to implement the program. 


~ Senator Dirksen. So that in view of the lach of authority that you 
eee had at the time, you could not consider this as understanding or an 
ven agreement or an undertaking that you would put back that $420 
Law million? 

i Mr. Suaw. That is right, sir . 

oon Senator ELLENDER. How did you get around this, Mr. Shaw? 
1 to You said: 

gb In substance the agreement was as follows: ; 

ire a) Unapportioned funds now held by the Bureau of the Budget in the amount 


f $420 million should not be released by the Bureau for immedi: ite reservation 
the Department of Defense to support common item orders on the military 
iepartinents to deliver approved program items prior to June 30, 1957, even 
hough this procedure is authorized in accordance with section 110, Public Law 
". 78, 838d Cong 


AVS Mr. SuHaw. Sir, that is a report of the statement made by the three 
(‘ongressmen who were present. 
ers Senator DirkKsEN. It was signed by General Moore. 
Mr. SHaw. ‘That is right, sir. 
rad Senator Dirksen. He has a lot of authority around here. 
Mr. SHaw. He does. 
he. Senator Dirksen. Pienty. 
eS Mr. SHaw. General Moore signed that. 
ing Senator Dirksen. How did you get around this? How were you 


able to do it in the face of this agreement? 
Fy SHaw. It was not an agreement, sir, between the De artment 
’ Defense representatives and the Congressmen. The memo you 
have in your hand is a record, simply » memo for the record of the 


See 
a attitude or the agreement of the three Congressmen with respect to 
a this fund. 


63754—55 ——3 
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Senator Dirksen. Had this been signed by a Department of the 
Army official, say Mr. Wilson, who has authority, would it have 
been respected? 

Mr. Suaw. The signature on that memo is there simply to transmit 
officially the understanding that the Department of Defense members 
present had of the statements made by the 3 Congressmen and it was 
for the purpose of being sure that there would be no misunderstanding 
of the attitude of those 3 men we called upon. 


VALIDITY OF AGREEMENT 


Senator McCarruy. I am curious to know how anyone, even the 
President, could make an agreement with three Congressmen. 

Senator Dirksen. He could not. It is the statement involved 
the first paragraph that in my judgment throws you off. 

Senator McCarrny. I do not think there con ld be an agreement in 
regard to what is said in this. 

Senator Dirksen. It is not. It says: 

This is to make of record Mr. Shaw’s and my understanding of the agreement 
reached yesterday the 28th of June 1955, by the three members present in con- 
nection with the apportionment request of the Department of Defense for military 
assistance funds now pending in the Bureau of the Budget. 


Senator McCarrtruy. Those three members could not commit the 
whole Congress. 

Senator Dirksen. They agreed among themselves. 

Senator ELLeNpER. They were the men handling the appropriation 
on the House side and you know good and well ‘that whenever the 
Appropriations Committee of either the House or Senate puts some- 


thing in a re port that it is usually respected. 

Senator McCartruy. My thought is this, that, while they might 
agree with what should be done over there, three Members of the 
House could not commit the country by a binding agreement. 

Senator ELLENperR. I understand that, but what I am trying to 
point out is that ohiad gave rise to all this earmarking and setting 
aside and putting in this fund was this Mansfield amendment and 
all of this was done in order to bypass that provision of the authoriza- 
tion. 

There is no question about it in my mind. I may be wrong about 

but it was all done so hurriedly that I am convinced that is why 
; was done. 

Mr. Srassen. Senator McCarthy, I think, is pointing out an impor- 
tant thing, that actually you are carrying out a program for the 
country which can only be carried by the President on the one hand, 
and the Congress on the other. 


FUNDS NEEDED IN STRUGGLE AGAINST COMMUNISM 


The fact of the matter is that these are necessary funds to carry 
out on world struggle against communism and that I take full respon- 
sibility for the position that nobody in the subordinate role had a 
right to let $420 million of this anti-Communist world security fund 
drop between the chairs without Congress voting on it, or without 
the President passing on it. 

That was the position I took in this matter. 
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Senator DirksEN. What is important at this moment is to get 
this record straight because this House report says: 


A written understanding between responsible officials of the Department of 
Defense and the committee. 


Now, that is not your inierpreiation of this memo signed by General 
\loore, is it, Mr. Shaw? 

Mr. SHaw. Itris not, sir. 

Senator ELLENDER. Did you know about it when it was signed? 

Mr. Suaw. I wrote the first draft of the memorandum, Senator. 

did not write this memo, but I wrote a draft of the memo which 
said in subsiance the same thing. 

Nevertheless, the one you have in your hand is the one that was 
sioned and it is the official record of that mee ting. 


COMMUNICATIONS 


Senator ELLENDER. Mr. Chairman, at this poimt in the record, I 
believe we ought to put these letters in, signed by A. C. Davis, vice 
admiral, United States Navy, to the Air Force people and the Army 
people, wherein the amount then on hand was augmented by the sums 
specified in these letters. 

(The letters referred to appear on pps. 24-28.) 


STATEMENT OF SENATOR MANSFIELD 


Chairman Haypen. While we are about it, Senacor Mansfield of 
\Montana forwarded a statement with a letter addressed by him to 
Assistant Secretary of Defense McNeil, which I think ought to go in 
the record, and we will have them all in here together. 

(The statement referred to follows: ) 

UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
July 8, 1955. 
Hon. Cart HaypEn, 
Chairman, Appropriations Committee, 
United States Senate. 

DrarR Caru: I am sending over my views on the carryover provision of the 
MSA Act and also I am enclosing a copy of letter which I received yesterday from 
Mr. MeNeil. Iam sending it to you with the request that it will be brought before 
the Appropriations Committee when it starts consideration of the appropriation 
of the funds for the International Cooperation Administration for fiscal year 1956. 

With best personal wishes, I am, 

Sincerely yours, 
Mike MANSFIELD. 


STATEMENT BY SENATOR MANSFIELD REGARDING CARRYOVER PROVISIONS OF 
Murua Security Act 


As I indicated in my statement of July 7, I asked Secretary of Defense Wilson 
for a report on conflicting statements with respect to the size of the unobligated 
and unreserved funds which would lapse into the Treasury as the result of my 
amendment to the Mutual Security Act. I have now received, in reply, a letter 
from W. J. McNeil of the Comptroller’s Office in the Department of Defense. 

That letter is attached. It must speak for itself. Put in its best light, however, 
it seems to me that it indicates that the Department of Defense and the Bureau of 
the Budget finally got around to taking action in the last week of June which 
should have been taken during the previous 10 months. 

I hope that one effect of my amendment will be to encourage the Appropriations 
Committees to reduce the amouuts available for military assistance so that our 
budget need not be strained simply because Defense Department estimates of the 
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amounts they can obligate in a fiscal year are too optimistic. The Defense 
Department should not receive funds in excess of those which it can obligate 
within one year by orderly procedures and careful planning. 

The activities of the Department of Defense and the Bureau of the Budget 
during this June in connection with mutual defense funds illustrate two patterns 
of Executive Branch financial operations that deserve careful scrutiny. First 
is the pattern of last minute obligation of funds to avoid their return to the 
Treasury Department. 

This pattern is illustrated by: 

1. The fact that this year, as last year, the heaviest obligations took place 
during the month of June—the last month of the fiscal year. Indeed, the at- 
tached letter from Mr. McNeil shows that the final 24 hour obligations totaled 
$614 million instead of the $575 million as I had earlier indicated. 

2. Last year the June military assistance obligations were $652 million and 
the May obligations $488 million. Thus, $1.2 billion of $2.5 billion available 
for obligation during fiscal vear 1954 were obligated in the last 2 months of the 
year. In other words, last year nearly one-half of the funds available were 
obligated in the last 2 months of the fiscal vear. 

The second pattern that needs careful scrutiny is that of making estimates 
that turn out to be unreliable. The attached letter from Mr. MeNeil, for example, 
indicates in its last paragraph 1 estimate that was more than 100 percent in 
error. My statement of vesterday described the variety of estimates submitted 
to congressional committees during the past 2 months in connection with the 
carryover funds 

I might add one more illustration of an unreliable estimate. In July of last 
year, the Department of Defense estimated that its unexpended balance as of 
this June would be $5.5 billion. Earlier this spring, it revised its estimates to 
indicate that the unexpended figure would be $6.7 billion—an error in estimates 
of over $1 billion 

I do not propose to press this matter further at this time. I hope that next 
year we can count on receiving more reliable estimates from the Department of 
Defense and that it will be able to avoid operations which lead it into the danger- 
ous practice of last-minute obligations of funds. 


AssISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., July 7, 1955, 
Hon. Mike MANSFIELD, 
Committee on Foreign Relations, 
United States Senate, 

Dear SENATOR MANSFIELD: Secretary Wilson has asked me to reply to your 
letter of June 30 regarding the estimated unobligated and unreserved balance 
of mutual defense assistance program funds as of June 30, 1955. On May 10, 
Mr. H. Struve Hensel, then Assistant Secretary of Defense (International Security 
Affairs), appeared before the Committee on Foreign Relations and testified that 
he had a program and a plan for its funding for fiscal year 1955 which when 
implemented would leave only $100 million of unobligated funds by the close 
of the fiscal vear. 

At the time he made the statement to your committee it was anticipated that 
full knowledge of the effect of the certification of obligations under section 1311 
of the Supplemental Appropriations Act of 1955 as of June 30, 1954, would be 
known by no later than May 31, 1955, in accordance with Department of Defense 
directive No. 7220.6, ‘‘Prerequisites for Reporting and Recording of Obligations.” 
In order for Mr. Hensel’s prediction to come true it was necessary to have a 
complete certification in order to obtain allocation and apportionment of sub- 
stantial blocks of funds from the Bureau of the Budget. It was Mr. Hensel’s 
belief that once the certifications had been made that the ensuing 30 days would 
be ample to carry out his plans for obligating and reserving funds, 

The certifications under section 1311 were not complete on the May 31 due 
date. When the certifications had not been received by June 18, Mr. Hensel 
felt that it was necessary to indicate to the Committee on Foreign Affairs of the 
House of Representatives, which was then hearing testimony on the current 
mutual security legislation, that the failure to receive these certifications was 
endangering his plan of obligation and reservation of funds before the close of 
the fiscal year, as he had previously outlined to your committee. As the fiscal 
year was running out and it appeared that original plans could not be carried 
out, Mr. Hensel estimated to the Subcommittee on Appropriations for Foreign 
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Operations, Committee on Appropriations, United States House of Representa- 
tives, that his unobligated and unreserved balance probably would total $620 
million. 

Certification of obligations was finally received on June 21, thus making possible 
the completion of the original plan for obligation ard reservation of funds. 
Recause the necessary details of these operations had been worked out prior to 
June 21, the decision was made to make a determined effort to complete the origi- 
ial planned actions before the end of the fiscal vear, thus complying with the 
original plan. The last series of actions was the request for apportionment which 
was sent to the Bureau of the Budget on June 24. The Bureau of the Budget 
apportionment was received on June 30 and the common item orders which had 
long been prepared were issued and funds reserved in the amount of $614 million 
to complete the plan. 

When the fiscal year closed the original plan outlined to the committee had 
heen completed and when the full detailed reports are received the unobligated 
and unreserved balance should be well within the $100 million estimated for 
vour committee on May 10. 

1] believe you will appreciate Mr. Hensel’s increasing apprehension regarding 
lis estimates when repeated delavs encountered in rece'ving certifications under 
ection 1311 were apparently precluding the accomplishment of his plan for the 
obligation or reservation of funds before the close of the fiscal vear. 

You have noted Congressman Richards’ comments in the Congressional Record 
of June 28, page 8034. You are quite correct in your statement that the obligating 
procedures were changed during the last Congress and that the changed procedures 
were known to the Department of Defense at the time Mr. Hensel testified on May 
10. The difficulty, however, arose from the fact that the process of certifying 
obligations has been a slower process than was anticipated by Mr. Hensel and 
others in the Department of Defense. 

Early in the fiseal vear the Department of Defense estimated that the certifica- 
tions made pursuant to section 1311 would result in a loss of $500 million of prior- 
vear funds. When the certifications were completed the loss actually amounted 
to $227 million and, as a result, the $1.4 billion in new obligational authority 
originally requested for fiscal vear 1956 was reduced to $1.125 billion by a com- 
munication from the President to the Speaker of the House of Representatives, 
dated Julv 1, 1955, to offset the savings, 

Sincerely yours, 
W. J. McNEIL. 


OFFICE OF THE ASSISTANT SECRETARY OF D=FENS®, 
Washington 25, D. C., June 29, 1955. 
Memorandum for Mr. C. D. Orescan, House Committee on Appropriations. 
Subject: Meeting attended by Mr. Passman, Mr. Taber, Mr. Wigglesworth, 
Mr. Oresean, Mr. Markley Shaw, and General Moore in connection with the for- 
eign aid bill. 

This is to make of record Mr. Shaw’s and my understanding of the agreement 
reached yesterday, the 28th of June 1955, by the three members present in con- 
nection with the apportionment request of the Department of Defense for mili- 
tary assistance funds now pending in the Bureau of the Budget. 

In substance the agreement was as follows: 

(a) Unapportioned funds now held by the Bureau of the Budget in the amount 
of $420 million should not be released by the Bureau for immediate reservation 
bv the Department of Defense to support common item orders on the military 
departments to deliver aprroved program items prior to June 30, 1957, even though 
this procedure is authorized in accordance with section 110, Publie Law 778, 
83d Congress. 

(b) That no objection would be interposed to the reapportionment by the 
Bureau of the Budget of approximately $312 million included in the apportion- 
ment request now pending which represents funds which were previously allo- 
cated to the military departments for direct obligation against shipbuilding, 
offshore procurement, facilities assistance, development of advanced weapons 
and other similar purposes, of approved programs and which are now to be re- 
served before the end of the fiscal year for common items required by the program. 

R. S. Moors, 
Major General, United States Army (Retired), Special Assistant to the 
Comptroller. 
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CLARIFICATION OF RECORD 


Senator Dirksen. I am sure that the chairman will appreciate that 
when we sit around the conference table it will be asserted that this 
was a definite bona fide understanding between the House committee 
and the responsible officials in the Defense Department and it is so 
necessary that this record be clear to show that it was not an under- 
standing of that type at all and that is why this procedural matter 
does have to be pretty thoroughly and in some detail ventilated now. 

Mr. Strassen. Mr. Chairman, may I also comment——_ 

Senator McCartuy. I want to add to what Mr. Dirksen has said. 
I think it should be very clear that no matter what the members of 
the House committee thought they were doing, no matter whether they 
thought they were m: iking an agreement or not, I think, quoting Mr. 
Stassen, nobody had the right to let this money fall without using it, 
appropriated for a special purpose. 

Congress appropriated and no small group of the House or Senate 
could get together and say ‘‘We will let this go by the way and we will 
not use it.” 

J think that is awfully important. I am inclined to think those 
members thought they were tying the hands of the Defense Depart- 
ment. They thought they did have an agreement, but they could not 
make one. 


COMMUNICATION 


Mr. StasseNn. | would like to add to this series of correspondence 
a copy of the letter that I wrote to Chairman Cannon on this matter 
which has a direct relationship to it and then to make this comment so 
far as Senator Mansfield’s amendment. 

(The letter referred to follows:) 


Tue Wuite Houses, 
Washington, D. C., July 11, 19565. 
Hon, CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
House of Representatives, 
Washington, D. C. 


Dear Mr. CHarrMan: I am writing to express great concern regarding the 
action taken by the House Appropriations Committee last Friday with respect 
to the recommended appropriations for financing the mutual security program 
during fiscal year 1956. 

May I make clear my respect and high regard for the House Appropriations 
Committee and the important and constructive work which it has done over the 
years in our national interest. I do believe, however, that the action taken last 
Friday, if finally adopted by the Congress, will gravely hinder the conduct of a 
vital instrument of the foreign policy of the United States at a time when our 
Government as a whole should be taking every possible step to help maintain 
the initiative and momentum of progress which has now been established within 
the free world. 

As I understand it, your committee reeommended for fiscal vear 1956 a total 
of $2.638.741,750, which would constitute a reduction of $627,900,000 in the 
appropriation request of $3,266,641,750 made by the President. In addition, 
your committee has recommended that unobligated balances as of June 30, 1955, 
estimated in the amount of $21,366,750, should lapse, and not remain available 
for obligation during fiscal year 1956. The total reduction in funds below the 
request made by the President therefore amounts to approximately $650 million. 

The cuts proposed by your committee will seriously hamper the carrying out 
of the President’s mutual security program, which already has been authorized 
by the Congress for the coming fiscal year. I shall attempt to set forth briefly 
in this letter the impact which the recommendations of your committee, if adopted 
by the Congress, would have on the program. 
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The heaviest cut is in military aid, which has been reduced by $420 million, 
or 37.5 percent below the President’s request for $1.125 billion. This cut would 
result in an inability to fulfill urgent needs in countries where military require- 
ments have been discussed and agreed, and where countries have taken steps to 
meet commitments on raising forces, granting base rights, ete. It is not true, 
as the report of your committee has stated, that through readjustment of unobli- 
gated balances, the program could be continued in an ‘‘undiminishing manner’’ 
during the coming year. The pipeline is committed to meeting currently pro- 
gramed requirements, and the new money requested by the President was 
extremely conservative considering other known requirements for the mutual 
defense of the free world. This cut would prevent meeting these requirements 
unless existing programs are cut back or future appropriations make good the 
loss. In the latter case, a delay of at least a year would result. 

In connection with military assistance, it was absolutely necessary for the 
Department of Defense to reserve a large amount of its funds toward the end of 
the fiscal year. This was necessary due largely to the unavoidable delays oc- 
casioned by provisions regarding the redefinition of obligations contained in 
fiscal year 1955 appropriations legislation and bringing the program up to date after 
the ratification of the Western European Union Agreement. The subcommittee 
had stated their objections to the reservation of the $420 million, but these funds 
were and are a necessary part of the funding of the mutual security program and 
are essential to carry out the President’s request of the Congress. No one other 
than the President has authority in the executive branch to permit the lapse of this 
$420 million at the end of the fiscal year. I take full responsibility for the reser- 
vation of the funds, in accordance with the President’s budget message and Mu- 
tual Security Program message, and to prevent their inadvertent loss. 

The earlier obligation of funds would be desirable, and the executive branch is 
as anxious as the Congress to avoid the last month situation, but the establishment 
of the new obligation criteria previously mentioned, superinposed on the normal 
reprograming process following congressional action, made it impossible for the 
Defense Department to obligate or reserve the bulk of its funds until very late in 
the fiseal year. 

In addition to the proposed cut in military aid, the committee has recommended 
substantial reductions in other critical portions of the program. Among these 
are a cut of $12.2 million in direct forces support; a cut of $52.8 million in defense 
support for Asia; a cut of $10 million in development assistance for India; a cut 
of $100 million, or 50 percent, in the authorization for the President’s fund for 
Asian economic development; a cut of $21.5 million in the technical cooperation 
program for underdeveloped areas; and an additional cut of $11.5 million in other 
programs. 

I will not attempt to go into detail here as to the exact. impact which these pro- 
posed cuts would have. I would like to make it clear, however, that they are 
very serious. Their major impact would fall in the Asian area. $162.8 million 
of the nonmilitary cuts of $208 million (or over 78 percent) specifically applies to 
Asia, and a part of the global cuts in direct forces support and technical coopera- 
tion is also bound to affect that area. At a time when this area is a focal point 
of active Communist pressures and requirements are increasing rather than de- 
creasing, @ cut of this size is likely to have serious consequences. 

In addition to the specific reductions in fund availabilities recommended by 
vour committee, we are disturbed by the failure of the committee to inelude a 
number of general provisions which had been specifically requested by the execu- 
tive branch. The most serious of these omissions is the deletion of a provision 
which would continue available the unexpended balances of prior appropriations, 
and authorize the consolidation of those balances with new appropriations for 
fiscal year 1956. Your committee provided for the carryover of a portion of the 
unobligated balances of prior year funds, but it failed to deal with that portion 
of unexpended balances which had been obligated prior to the end of fiseal yea 
1955. 

This omission creates a very difficult problem in the administration of the 


mutual security program. As a part of the orderly and efficient operation of 
this program, funds which have been obligated must frequently be deobligated 
and later reobligated for similar purposes. Your committee expressed some 


concern in its report as to the extent of deobligations and reobligations which 
had oceurred in the past. This procedure, however, is a part of the normal 
process of doing business in a complex program of this nature, and ordinarily 
reflects the kind of changes in program detail that are continuously required 
in order to keep abreast of changing developments. In providing for the lapsing 
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of deobligated funds, which is the effect of the action of your committee, a seve! 
penalty is placed upon such activities, for example, as the deobligation of commit- 
ments for materiel which has become obsolete or subject to a change in kind or 
specification. Program improvement is thereby discouraged. 

Foreclosing the consolidation of unexpended prior year funds with new mone 
by Committee action would force discontinuance of a practice, heretofore author- 
ized by the Congress, which correctly reflects the fact that we are dealing no 
with separate, easily segregated annual programs but rather with a continuous 
program in which each successive appropriation carries forward the components 
for which financing had been provided in prior years. Apart from the substantive 
arguments against preventing the consolidation of funds, this proposal: would 
force a complete revision of accounting procedures, thus placing a heavy additiona! 
administrative expense on the program. 

I felt that you should have these summary views prior to floor action on thi 
bill, which I understand is to take place today. 

I trust it is agreeable to vou that I send an identical letter to Mr. John Taber 
and Mr. Otto Passman and copies to other Members of the Congress who inquir 
as to the views of the executive branch on the report. 

Sincerely yours, 

















Harrop E. StTasseEn. 






























MANSFIELD AMENDMENT 
™ Mr. Strassen. What was done is exactly what the Foreign Relations 
Committee was told would be done at the time of the Mansfield 
amendment. 

In other words, the Senate committee was then told that the money 
would be obligated and reserved before the end of the fiscal year 
except for about $100 million. 

Then Senator Mansfield put in his $200 million limit. 

On the other hand, they were told it would be done a little earlier, 
that it would be done toward the end of May or early in June. 

Then it dragged right on to the very last day through this technical 
and difficult procedure that Senator Dirksen has described. 





LEGISLATIVE COMMITTEE TESTIMONY 





So we look up and put in the record at this point the testimony in 
the Senate Foreign Relations Committee back in the month of April 
which described that we did intend to reserve and obligate this money 
before the fiscal year ended. 

Chairman Haypen. I think that testimony should go in the record 
right now. 
(The testimony referred to follows:) 
[Senate hearing, p. 141] 
MutTwau Security Act or 1955 
OBLIGATIONS AND RESERVATIONS 
Senator MANSFIELD. You mentioned the fact you may have a carryover at the 
end of this fiscal year. 


Mr. Henseu. No, sir. We expect unobligated and assuming all programs and 
allocations approved, of only $100 million. [Deleted.] 














HOUSE HEARINGS 
Senator ELLeNpER. Governor, in further respect to this table we 
are talking about, where in there is an unexpended balance of 
$8 490,400,000, I wish you would refer to page 30—-A of the House 
hearings. It says: 

















a 


ot 


MUTUAL SECURITY APPROPRIATIONS, 1956 


Defense support, status of available funds as of April 30, 1955. 


Mr. Strassen. Right. , 
Senator ELLeNDER. And in the column to the left it says: 


Fund available to date, total $15,778.3 million. Europe $12,029,600,000. 


is that table correct? 

Mr. Strassen. Yes; that goes back to the very beginning. 

Se mahee ELLENDER. How much of that amount, let us say, for 
Europe, of 12 billion 29, wherein Relgium was apportioned a little over 
| half billion dollars; Denmark, $279 million; France, $3 billion plus, 
and United Kingdon $3 billion plus, how much of that is included 
n this $8,490,400,000? 

Mr. Srassen. This is as of April 30, 1955. I can furnish the exact 
amount for the record, but in Europe it will be approximately $175 
million, of which most of it will be in relationship to the program in 
Spain. 

You see, on April 30, 1955, in the next column, the amount left 
there was $242 million on April 30, of which $124 million was in the 
Spanisb program. 

So by the end of the next fiscal year, I would say that the total 
European amount would be about $176 million and of that about $100 
million of it would be in Spain because Spain is the big program we 
are running now. 


WESTERN EUROPE DEFENSE SUPPORT 


Senator ELLENDER. So that of the amount of the total of $8,490,- 
(00,000, only $142.8 million, or in that neighborhood, is for Western 
Europe? 

Mr. Stassen. For defense support in Western Europe, that is right. 

Senator ELLENDER. How much of the 2 billion plus which is the 
difference between the hardware item that you described a while ago 
of $6% billion, and the $8,490,000,000, is direct economic aid? 


FUNDS FOR DIRECT ECONOMIC AID 


Mr. Stassen. Approximately $110 million. That would be mainly 
in Israel, India, Egypt, and Iran. 

Senator ELLENDER. Now, those are funds that were carried over 
from what year, just the previous } year. or is it cumulative. 

Mr. StassEN. Most of it would be just from the previous year, you 
might get a few items that would go from the year before that. 

Kor example, we make a contract, we will say, with the University 
of Louisiana to help put in a school in some country like Iran. That 
might be a 3-year contract and it will take time for them to get the 

ngineering studies going on, or something of that kind. It is 3 years 
before you can carry out one of those contracts. 

Senator ELLENDER. That sum represents items of that kind where 
| presume the amount has been obligated, the entire amount. 

Mr. Srassen. That is right. In the 2 billion that is not in the 
Department of Defense, the “unobligs ated fund at the end was less than 

$50 million. 

In other words, there is no last minute obligation problem in the 
est of it. That program moved along very well. 
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Senator ELLENpER. It is only as to the hard items? 
Mr. Srassen. That is right, ‘and there is this reservation, this 
internal procedure. 












































Senator ELLenpER. Why should there be such a lag in the defense 
support since | understand that the most of that is more or less in the ( 
category of economic aid? You do not furnish any hardware there. t 
It is simply used, as I understand, to help train people there and to 
help them improve their economy. a 

USE OF SURPLUS PRODUCTS : 

Mr. Strassen. We try to do it as much as we can with United 
States surplus products in place of dollars. ‘ 

In other words, this program could move more rapidly if you ( 
simply shipped dollars overseas; you could spend them more rapidly } 
and it would be simpler to make, but what we have consistently done 
is to the maximum extent we could we would ship cotton, wheat 
tobacco, lard, coal, commodities like that, and pay the dollars in the 
—— States for these commodities and ship the commodities over- 

as and sometimes use the commodities to get local currency, sterling, 
tena s, or deutschemarks and use the local currency to buy the things 
vou need in the country. : 

It makes vou move a little slower, but it makes it possible to get ( 
more done with less strain on the United States economy. 

Senator ELLENDER. The reason for the lag there is because, in a | 
nutshell, dollars are not used directly. | 

Mr. Srassen. Let me give you a concrete example of the kind of | 


thing we did. 

France needed certain kinds of coking coal. We paid the dollars 
for the coking coal to the United States coalfields. We ship the coal 
to France and took payment in frances. We used the franes to buy 
logs in equatorial Africa. We shipped the logs to Israel. We took 
the dollars devoted for Israel and repaid the coal fund for the coal 
from the United States. 

All we shipped was coal that we had a lot of. 

But we got those things done. That is the kind of work that the 
Foreign Operations Administration, now the International Coopera- 
tive Administration, has been doing. 

Senator ELtenper. Mr. Chairman, those are all the questions I 
desire to ask on this statement. 

Senator McCartruy. Mr. Chairman, I have 1 or 2 questions. 

Senator ELLeNDER. I understand that the Governor is going to 
continue giving us more information. 

Chairman Haypen. Certainly. 
ae MecCartuy. This is on an entirely different subject. 














AID TO YUGOSLAVIA 





I have been very much disturbed by two items in the proposed 
appropriation. One is the aid to Yugoslavia. I just wonder if it is 
sound to give Yugoslavia military aid while they are working so 
closely with Russia now and while Tito is proclaiming the Communist 
stand so far as China and Formosa are concerned, proclaiming it 
publicly. 
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[ wonder if that should not get another look; if we should not give 
another look at that particular phase of the program. 

Mr. Strassen. You have posed one of the most important and com- 
plex questions of the current year’s program. The President will 
continue to review this situation as we go through the year as, in fact, 
he is required to do under the law. 

You have a situation in which the Moscow Communists have made 
an unprecedented reach for Tito, to get back in contact with him. 

They had denounced him, as you know, as the arch deviationist, 
and no one can right now measure what this is going to mean on both 
sides of the Iron Curtain. 

In other words, this has repercussions back in Hungary, Czecho- 
slovakia, Poland, even in the Ukraine. Here is this man who was 
once condemned because he deviated from the monolithic line. 
Now, he has all the heads of state calling on him and giving him this 
kind of approach. There is every indication that, although he has 
issued some statements not in accord with United States policy, he is 
still maintaining a separate sovereign position and has not permitted 
himself to come under the thumb of the Kremlin again as he was at 
an earlier time. 

It is our view that et this point at least it is in the United States 
interest not to, ourselves, shove him in the opposite direction by 
dropping our program. It is complex, I will agree with you. 

Senator McCarrny. I may say this is not a question; it is merely 
an observation. I sincerely hope that that is given very close ser utiny 
because it appears to me if war were to come we would have very 
little chance of having Tito on our side. 

You say you are studying it right along and I sincerely hope if we 
appropriate the money for Y ugoslavia it is looked at very carefully 
before we spend it. 

I have nothing further, Mr. Chairman. 

Chairman Haypen. Mr. Stassen, you may proceed with your 
statement. 

Mr. Stassen. Now, I think at this point I might run quickly 
through the highlights of the program and the bac ‘kground. 

I think I can do it more quickly with a few charts. We can also 
furnish copies to the committee if they wish. Here is a graphic 
illustration of the success of this program in Europe. You see the 
phasing out of the economic aid on the left and this buildup that 
Senator Ellender has described in their own industrial production on 
the right. 

INDUSTRIAL PRODUCTION IN EUROPE 


The next chart shows their industrial production in Europe. You 
see it was rather stagnant in 1951 and 1952; it broke loose and began 
to climb in 1953. Nineteen hundred and fifty-four came through 
with a strong advance in their total industrial produc tion. 

Nineteen hundred and fifty-five is again moving very strong and 
at the unprecedented level of over a $200 billion gross national produe t 
for Western Europe. 

They have never been in that kind of condition before. 

Senator ELLENDER. Governor, that being true, I wonder as to the 
extent to whicb you and other members of our Government at top 
level, see to it that those people take care of themselves and put up 
more of their own money and not depend on us as they now are. 
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Mr. Strassen. We have been doing that. We have been doing two 
things: One is that we have been constantly pressing that they liberal- 
ize their dollar imports; they buy more cotton, manufacturing ma- 
chinery, more apples, and things like that, from the United States. 
That is one thing they can do when they are in a stronger financial 
reserve. 

The other thing is to do more in a defense way. 

Senator Exnenper. That is what I am talking about, defense. 


BRITISH DEFENSE PROGRAM 


Mr. Stassen. Britain is doing a very healthy defense program. 
They have not cut back their defense program as much as we did in 
dollars in fact, but we were up a little higher relatively in burden. 
They are doing just about a 10 percent gross national production, of 
defense. 

They are developing some excellent airplanes and missiles, and they 
have held the defense budget up pretty strong in spite of all their 
problems. 

Now they have eased down their taxes and they have brought their 
budget into balance. They had to do it. They were overextended. 
They had gone a long, long distance in their social experimenting, and 
if they were going to have their econo: nv grow again they had to get 
more privaie investment going back into their industries, expanding 
their production, expanding their trade. 

So they eased off a bit on taxes, but not as much as we did in this 
country. 

They are expanding their economy to carry on a bigger defense 
force without our further aid. 


DEFENSE EXPENDITURES OF FOREIGN COUNTRIES 


Senator ELLENDER. I wish to point out to the committee the 
amount percentagewise of their domestic budgets that various coun- 
tries are spending on defense. For Belgium it is 23.5 percent of their 
total budget. Denmark, it is 20 percent. France, only 34 percent 
in contrast to ours, which is 68 percent. 

Germany is 21 percent. 

Spain is 36 percent. 

Mr. Strassen. You mean the defense portion of their total budget? 

Senator ELLENDER. Yes, defense expenditures of these countries 
that I have mentioned, of their total budget. 

Ours, as I say, is 68.3 percent. The United Kingdom that you have 
just talked about is 36 percent of their total budget. 

Mr. Strassen. Those figures you have are not entirely comparable 
because none of those countries have the 48 State setup ‘thet we have 
where so much of government is carried on in the State budgets. 

Senator ELLENpDeR. These expenditures from the Central Govern- 
ment are for defense? 

Mr. StassEen. Yes. 

Senator ELtenpeR. Nothing esle? 

Mr. Strassen. You are saying what percentage of the central 
budget is for defense. If you put the 48 Stete budgets in with the 
Federal budget, then your percent for defense will be a smaller percent. 
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Senator ELLenpDER. But the State budgets are not concerned with 
defense, they do not put up any money. 

Mr. Strassen. That is my point. ‘In most of these countries the 
things that our States do are in their central budget as a nondefense 
item and, therefore, it reduces the percent for defense, relatively. 

You see, in our ‘budget we have a Central Federal Government 
budget and so defense is a large part of that budget. Because the rest 
of the budgets are over in the State governments and do not show in 
your table, your arithmetic there is right, but the interpretation is 
wrong. 

Senator ELLENDER. I just cannot follow you. 

Senator DirksEeN. Governor, going back to that other chart for a 
moment, that does not, however, reflect the nonproductive expend- 
itures for rehabilitation and housing. Obviously where you had 
whole areas shattered, first they had to have a place to live and it does 
not show up in industrial production, and yet it was a considerable 
drain on the resources of the people. 


EUROPEAN TAXES 


Mr. Strassen. Put it this way: their taxes compared to their income 
are very heavy in all these countries. I would wager that every man 
in this room would be paying a higher total tax of all types if he lived 
in any of these European countries than if he lives where he is now 
living. 

Senator ELLENDER. Now, vou have that defense expenditure on 
that chart as percentages of gross national production. Why do we 


not put it on income? 

Mr. Strassen. Gross national income? 

Senator ELLENDER. Yes. 

Mr. Strassen. It will show a similar relation. 

Senator ELLENDER. It will not on income. We produce so much 
more than they do and a good deal of our gross national production, as 
I pointed out this morning, is of materials such as battleships and 
defense items and not only that, but it also includes such items of that 
same kind as we furnish our friends abroad. 

Chairman Haypen. Would it be difficult, Mr. Stassen, to prepare 
a chart like that based upon gross national income? 

Mr. Srassen. We can do that. 

Senator ELLeNDER. Of their total budget also. In other words, of 
the total budget of England and the other countries, how much of that 
total budget is it that they spend for defense? Ours is 68.3 percent. 

Chairman Haypen. The ability to pay depends on the gross 
national income or the gross national production. 

You can use either one as a yardstick. But it would be interesting 
to me. 

Senator ELLENDER. You mean ability to pay what? 

Chairman Haypen. Ability to pay taxes depends on your income. 

Mr. Srassen. I will have that information prepared for you, Mr. 
Chairman. 

(The information referred to appears on p. 287.) 
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COMPARISON OF STANDARD OF LIVING 











Chairman Haypen. If a nation has a large gross national income 
the supporting population that pays taxes has an easier burden to 
bear. 

Mr. Strassen. The average citizen of the United Kingdom has a 
standard of living approximately one-half of the average standard of 
living in the United States. From that standard of living they are 
paying just about as heavy a percent for defense as are our people 
paving for defense. 

So the more you look into it carefully, you find that with their Royal 
Air Force and all the various other things they are doing, on the defense 
side they are standing up pretty stout. We can have a lot of other 
policy questions, we can differ with them on some of the ideas they 
have, but from a straight standpoint of defending the British Isles, 
and doing their part, they are doing quite a job. 

Senator ELtenper. The percentage of their defense expenditures 
to the total budget in the United Kingdom is only 36.3 percent. 
Ours is 68.3. 

Mr. Stasspen. You see, you would have to count in our budget 
all the welfare, and so on, expenses of our States and then take the 
percent of the combined total in order to get a comparable percentage 
to what you have here. 

Senator ELtenpeEr. I cannot follow 
are obtained on the same basis as yours. 

Mr. Strassen. Suppose one country has a Federal budget of a thou- 
sand dollars and has a State budget of $500. 

Senator Extenper. For what? 

Mr. Strassen. For everything. The other country puts both of 
these together and does it out of the Central Government and has 
then a budget of $900. 

Senator ELLENDER. 
same as you have here. 

Mr. Strassen. The whole welfare program is carried on in the cen- 
tral budget in England. In other words, the central budget is the 
big budget. So then if you have here a $200 defense expenditure and 
over here a $150 one, you have to compare the 200 to the combina- 
tion of the 1,000 and the 500 to get a relative percentage the same as 
the 150 out of the 900; that is what whoever figured it up for you 
didn’t do. 

Senator Ei.tenper. I think it was your department which fur- 
nished the table. 

Mr. Strassen. Then vou asked a specific question. 

Senator ELLenper. This is a copy of it. 

Mr. Strassen. Let me see it. I don’t see any indication—— 

Senator ELLENDER. | mean it is a copy of figures that your oflice 
furnished. 














you on that. These figures 









In England you have counties and cities the 
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OF COMMUNISTS IN EUROPE 













Mr. Strassen. I never saw it. 
who it was prepared by. 
Then the next thing is that going on, from Europe we do begin to 


see some definite indication of the Communist losing their influence 


I don’t see any mark on it as to 
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in Western Europe. The two toughest problems have been Italy and 
France, as you can see. 

In Netherlands, Belgium, Germany, Austria, the Communist 
strength has dropped very decidedly. We see a few signs that per- 
haps we are beginning to gain in France and Italy. 

In the recent election in Sicily, the Christian Democratic Party 
gained seven seats. Some of the unions have thrown out their Com- 
munist leadership in both France and Italy in steward elections. 
But that is still a tough problem, the number of Communists in 
France and Italy. 

LABELING POLICY 


In this program we have been doing an extensive labeling job on the 
United States shield, with the United States of Americe and clasped 
hands, when we adopted this shield which we put on the food packages, 
clothing packages, and tanks. Fortunately we looked forward and 
thought of the changing names. We didn’t put “FOA” anywhere. 
We just said United States of America. 

The first chart is the Communist votes as a percentage of total 
votes in the national elections in 1948, which is the green, and 1954, 
which is the red. 

You see, in Italy the percentage vote in 1954 actually went up for 
Communists. 

In France it went down from 29 to 26 and others went down. 

On the right-hand side it shows the Communist Party membership 
and the circulation of Communist newspapers. 

The green is Communist Party members. It shows a minus, and 
the newspaper circulation shows how that has been dropping off. 

So they have been losing both membership and circulation in their 
newspapers. 

Germany is down from 6 to 2 on the membership side. The Com- 
munists practically have been cleared out of the Ruhr. At one time 
they were a serious threat to the labor unions in the Ruhr. 

On the newspapers they dropped 44 percent and Communist Party 
membership dropped 61 percent. 


EAST GERMANY FOOD PACKAGE PROGRAM 


You remember the East Germany food package program out of 
Berlin. Somehow when the people of East Berlin and West Germany 
came together around those United States food packages the informa- 
tion which passed back and forth did the Communists more harm than 
any other one thing that happened. 

This shows European defense expenditures. You see starting in 
1950 they were only spending six billion of their own money for de- 
fense. So as they have improved in their economic situation they 
have begun to spend more of their own money. 

Senator ELLENDER. Did you ever look into this proposition? 
Before 1938 England and France and all the countries whom we are 
now assisting were less able then than they are now to maintain 
armies and yet they had big armies. What has caused that change? 
Do you know? 

Mr. Strassen. Modern armies are much more expensive to main- 
tain. The old style armies were not very expensive to maintain. So 
they could keep a large number of divisions without the kind of burden 
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that tanks and jet planes and electronic devices and so on cost. We 
have found that, too. 


PALEY REPORT 







The next chart shows that as we have moved in this worldwide 
program we have tried to keep in mind the raw materials that the 
United States needs over a long term. This is a projection of the 
Paley report up to 1965, of the increase that will be needed in alumi- 
num, cobalt, fluorspar, chromite, nickel, antimony, lead, manganese, 
copper, and tin, and the right shows the proportion of these that we 
get from abroad. 

So as we help open up railroads, ports and territories, we have in 
mind the long-term source of these materials for United States stra- 
tegic and industrial purposes. 

This shows the areas of the world where these strategic materials 
come from. They are in Asia, Africa, Latin America, and Western 
Europe. 

This is a side of our program that is not very much recognized, 
but we are thinking of the long-term materials that our economy 
needs and that our defense needs. 


SOURCES OF MANGANESE 


Chairman Haypen. Take the case of manganese, for example. 
There was a time when we were almost wholly dependent on Russia, 
was there not? 

Mr. Strassen. That is right. Now we have developed Turkey, 
India, and various places. Ninety-five percent of that is imported 
and we don’t need Russian manganese any more. They could cut 
us off entirely and we would not miss it. 

Now, this shows a point that the Council of Economic Advisers 
pointed out in their report this year and that other economists are 
beginning to show. 

That is one of the reasons that the 1953 to 1954 economic picture 
rallied so much that year and did so much better than most of the 
economists were predicting. Back in 1929 and 1930, the moment 
that the United States economy slipped a bit, the world conditions 
were so weak that all these materials started to go into a tailspin. 

When they did the inventories held by United States manufacturers 
began to lose their value, the banks began to foreclose on them 
because their credit rating was not so good. Everybody had to 
retrench. You had a downward spiral in 1929 and 1930 that could 
not be rallied. From a slight recession it turned into a serious 
depression. 

This time, because of the strength around the world, the whole raw- 
material price structure remained firm. It only dipped a little bit 
and then strengthened. That helped the United States economy to 
make its postwar adjustment. That is another collateral dividend 
from the strength around the world. 


EXPORT MARKETS 


Another phase is the export trend. In 1929 and 1930, the moment 
we hit a little dip, our export market went all to pieces. ‘This time, be- 
cause of the strength around the world, we had a little better export 


















mi 
eX! 
th 

DO 


by 
Ve 


to 


MUTUAL SECURITY APPROPRIATIONS, 1956 47 


market during our own readjustment than we had before. ‘That is 
exclusive of military goods. We had a good customer in the rest of 
the world because the rest of the world was in a healthy economic 
position. That helped the United States economy. 

~ The other point is that there have been concerns expressed at times 
by businessmen that if we help the other countries to develop, don’t 
you get a competitor instead of a customer? 

The whole record of the world shows that when you help a country 
to develop, it becomes a better customer rather than a worse customer. 

Twenty-five years ago they used to say if Canada industrializes 
United States will have a competitor instead of a customer. They are 
now our best customer. 

Likewise, with the Netherlands, United Kingdom, Germany, and 
Japan. The pattern of trade changes a bit, but when the country 
can support itself and is itself developing a better standard of living 
they buy more things and they can pay for them. 


USE OF UNITED STATES COAL 


This chart shows coal exports, and here is another reason, I think, 
why we are in a healthy economic position at the present time. 
This is an example of how, when we can, we use something that is in 
surplus instead of dollars. We deliberately set out to expand the use 
of United States coal by 10 million tons by the aid of the aid funds. 

The program is moving better than we hoped. We had a little 
trouble to get it going. The shipping costs are a little tough, but this 
last month we shipped over 2,800,000 tons of coal in 1 month. Of 
that, part of it is aid, part of it is normal export, and part of it is coal 
they can buy because of the effect of the aid program. 

Senator ELLENDER. Can you give us a breakdown as to what was 
aid and what was purchased? 

Mr. SrasseN. Yes; we issued direct aid procurement authorization 
for something over 4 million tons. That is being shipped. We are 
rotating these funds. As we get the money back in, then we buy more 
Cot al. 

So it is a revolving fund. Part of this is what you call normal 
export, part of it is ‘expanded export which the aid fund helps to 
stimulate. 

Senator ELLENDER. How many tons altogether? 

Mr. Strassen. We had a target to expand total export by 10 million 
tons in a year’s time. I think we will make it. 

Senator ELLENpDER. 4 million of that was in the nature of grants? 

Mr. Strassen. That is right. 

Senator Munpr. Does it follow that 6 million was commercial 
export business? 

Mr. Strassen. There will be about 14 million of regular export 
business. There will be about 5 million of expanded export business 
and about 5 million of aid tons. That is the way it works out if the 
trend continues. 

A total of 24 all told. 

Senator ELLENDER. 19 commercial. 

Mr. Srassen. That is right. 

Now, these show the principal commodities we have worked in 
the program in place of dollars. We figured out how we could get 
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the job done by buying a United States product and shipping it. 
Of our total commodity expenditures we spent 82 percent in the United 
States and only 18 percent overseas. And cotton got the most, 
wheat next, machinery next, fats and oils, petroleum, fertilizer, iron 
and steel, nonferrous metals, coarse grains, chemicals and tobacco. 


AGRICULTURAL SURPLUS PROGRAM 


On the surplus agricultural production this shows what we moved 
in 1954, $245 million; in 1955, $381 million. 

That came out of the aid fund. We shipped the commodities 
instead of the dollars. 

Senator Munpr. I want to see the circle. 

Mr. Srassen. That is what we used the local currency for. 

Senator Munpr. That you got from the grain; is that what you 
mean? 

Mr. Srassen. That is right; that is what we used it for. 

Senator ELLENDER. You used appropriated dollars to purchase 
surplus foods here? 

Mr. Srassen. That is right. 

Senator ELLENDER. At current rates? 

Mr. Srassen. That is right. 

Senator ELLENDER. And sent them abroad? 

Mr. Strassen. That is right. 

Senator ELLENpDER. And the countries in turn sold them to their 
nationals? 

Mr. Strassen. That is right. 

Senator ELLENDER. And created counterpart funds with that? 

Mr. Strassen. The local currencies were used in this way. 

Senator ELLENDER. You say now 47 percent was used for defense 
support? 

Mr. Strassen. That is right. 

Senator ELLENDER. Now, are we to understand that this $2 
billion on military aid, for military support, is the program we are now 
talking about here? 

PROGRAM IN SPAIN 


Mr. Strassen. Part of it, sir. For instance, Spain. We were help- 
ing Spain. We sent Spain $20 million worth of cotton. They sold 
the cotton to their spinners, they collected the pesetas, they used the 
pesetas to build up their defense. 

Senator ELLENDER. What is the difference between this defense 
support 47 percent, and military assistance 20 percent, and direct 
forces support 17 percent? 

Mr. Strassen. Military assistance is where you, for instance, have 
the British build some Hunter Hawkers for you, or have the French 
build some Mystere planes for you, for our Government to use in the 
total world picture. 

The direct forces support is where you might buy some petroleum 
needed by the Armed Forces or some consumable goods. 

In other words, the military assistance or MDAP is the hardware 
and training; direct forces support is the consumable goods that are 
used by the military forces. 
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OFFSHORE PROCUREMENT 


Senator ELLENDER. How much of the money appropriated in this 
bill that you are asking for will be used for offshore procurement, that 
is, to maintain factories abroad? 

Mr. Strassen. It will beasmallamount. They don’t have a definite 


‘figure, but I would say it would be between $75 million and $150 


million just as a broad guess. 
Senator ELLENDER. In Western poe 
Mr. Strassen. The whole world, Japan and everything else. 
Senator ELLeNDER. You mean the entire amount? 
Mr. Srassen. The entire amount, worldwide, will be only a small 


amount. In most places we have the defense plants functioning now 


and they have to use their own money to keep them going. We don’t 
put any orders in there. 
Senator ELLENDER. How much do you have in the pipeline that 


could be used for offshore procurement? 


Senator McCarruy. Senator Ellender, I wonder if I can have this 
chart in mind. Military assistance 20 percent, does that mean that 
you buy to give to their army or some other army? 

Mr. Srassen. Some other army. We own them when they come 
off the line. For instance, if our Air Force decided they want a couple 
of squadrons of French Mysteres they have a right to keep them and 
furnish them something else. 

Our contracts for all such materials provide that when they come 
off the line the United States Army or Navy or Air Force owns them. 
They can then decide where to put them. 

Senator Bripcres. May | clarify something? 

Governor Stassen, how much of the $600 million previously provided 
for agricultural commodities is now unobligated and available for 
further use in this coming year? 

Mr. Stassen. None of it. 

Senator Bripces. None of it? 

Mr. Strassen. That is correct; that is completed. 


TOTAL FUNDS FOR AGRICULTURAL COMMODITIES 


Senator BripGes. So if agricultural commodities were to be used 
there must be a new provision put in this bill? 

Mr. STassEN. There is one in the bill, $300 million out of this next 
vear’s money. Put it this way, first of all: This last year we were 
only required to do $350 million. We have gone above that. We 
tried to maximize it. 

For this next year we don’t think we can get that high because more 
of the program is in Asia where they can’t take as much of our food 
and cotton relatively as Europe could. 

Senator BripGes. How much would be available in Europe in the 
event this $300 million is approved? 


COUNTRIES INVOLVED IN SURPLUS PROGRAM 


Mr. Strassen. The main places in Europe that will use it will be in 
Spain and Yugoslavia. Then some over in Turkey. A little bit on 
the Berlin program. 
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We have a small program in Berlin. We can use that almos 
entirely in surplus foods. We use a little bit of it in Egypt, in Greece 
in Israel, in Jordan, Lebanon. We feel we can use some in Formosa 
some in Cambodia, Vietnam, some in India, Korea, Philippines, 
little bit in Bolivia. There may be a little bit in Guatemala for corn 

Senator Bripces. What about Spain? 

Mr. Srassen. In Spain we estimate that we would use $15 millio: 
of the Spanish program in the form of surplus agricultural products 

Senator BripGes. That does not include what you have projected 
for Spain, does it? 

Mr. Strassen. Out of the new appropriation. 

Senator Bripces. There has been projected for Spain $28 million 
and then the House added 22 and they were stuck in conference and 
they said it was the intention of the conferees to use that much, but 
it was eliminated from the bill. We are talking about the $15 million: 
is that right? 

Mr. Strassen. That is right. This is out of the original program. 

Senator BripGes. This is in addition? 

Mr. Strassen. No; the $15 million out of the original recommended 
aid we anticipated could be surplus production. This does not con- 
template an expanded program. 

Senator BripGes. You recommended $28 million for Spain, did you 
not? 

Mr. Strassen. That is right. 

Senator Bripces. Then the House increased that by $22 millio: 
making it 50? 

Mr. Strassen. That is right. 

Senator Bripces. Then in the conference the $22 million additional! 
for Spain was eliminated? 

Mr. Stassen. That is right. 

Senator Bripces. The conference report said we are in favor of 
this, but we do not want to run it into the bill. Now, my point is 
If you are considering $15 million of agricultural commodities, is that 
in addition to the $28 million plus the $22 million, or is that part 
of it? 

Mr. Strassen. It is part of the $28 million. 


SOURCE OF AGRICULTURAL PRODUCTS 


Senator Munpt. Where do you get your $381 million worth of 
agricultural production? Do you buy them in open market? 

Mr. Stassen. Most of them we get through CCC. 

Senator Munpr. Do you pay market prices or do they give you 
discount? 

Mr. Strassen. We pay—in most instances it is world market prices 

Senator McCarruy. In fact, I believe the CCC is the purchasing 
agent for the FOA. 

Mr. Strassen. That is right. 

Senator McCarrny. On this chart, Governor, you have the military 
assistance, 20 percent; defense support, 47 percent. What is the 
oe 

Mr. Strassen. Defense support is where you use the local money to 
back up the economy of the country like Korea, Formosa, or Indo- 
china, because their economy is not strong enough to keep theit 
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army in the field. The military assistance is hardware, hardware 
purchased overseas. 


EFFECT OF HOUSE REDUCTION 


Senator McCarruy. Could I ask one more question? 

How much of the House cut deals with hardware? 

Mr. Stassen. Almost all of it, $420 million of it. That is the very 
infortunate thing about it. 

Discussion off the record.) 

Mr. Strassen. Mr. Chairman, I think it is quite clear that we 
cannot finish tonight. I will be back at the committee’s disposal in 
the morning. I am leaving tomorrow afternoon with the Secretary 
on European matters. I do have some things that I should do for 
the President in New York tonight, if I can catch a plane. 

Chairman HayprE2 Let us suspend right now until 10 o’clock 
tomorrow morning. 

Mr. Strassen. That will be excellent. 

Senator ELLENDER. I would like to ask some few questions about 
this chart. 

Mr. Strassen. We will bring the chart back. 

Thereupon, at 4:30 p. m., Tuesday, July 12, 1955, the committee 
was recessed, to reconvene at 10 a. m., Wednesday, July 13, 1955. 
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WEDNESDAY, JULY 13, 1955 


Unirep States SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to adjournment, in room 
I-37 of the Capitol, Hon. Carl Hayden (chairman) presiding. 
Present: Chairman Hayden, Senators Ellender, Kilgore, Robert- 
Knowland, Thye, Mundt, 


son, Holland, Stennis, Bridges, Young, 
Dworshak, Dirksen, and Potter. 


INTERNATIONAL COOPERATION ADMINISTRATION 


STATEMENT OF HON. HAROLD E. STASSEN, SPECIAL ASSISTANT TO 
THE PRESIDENT 


RESTORATION OF HOUSE REDUCTIONS 


Chairman Haypnen. The committee will be in order. 

I have a letter addressed to the chairman of the committee from Mr. 
Stassen, dated July 15, 1955, that itemizes and gives all of the details 
with respect to the items that were reduced by the House. Is that 
right? 

Mr. Srassen. Yes, sir. 

Chairman Haypen. This is your formal appeal, is that right ? 

Mr. Srassen. Yes, sir. 


JUSTIFICATION 


Chairman Haypren. We wiil put that in the record right at the start 
of this hearing. 

(The letter referred to follows:) 

THe WHITE Howse, 
Washington, July 13, 1955. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

DEAR Mr. CHAIRMAN: I am setting forth below, for the convenience of your 
committee, a summary of the views of the executive branch with respect to the 
differences between H. R. 7224 (the proposed Mutual Security Appropriation Act, 
1956), as passed by the House of Representatives, and the estimates and other 
recommendations with respect to the fiscal year 1956 mutual-security program 
which were transmitted by the President under cover of his letter to the Speaker 
of the House of Representatives, dated July 1, 1955. These differences are 
large and serious, and I cannot emphasize too strongly the importance of the 
Congress finally supporting the substance of the President’s request as it was 
originally submitted to the Congress. 

53 





54 MUTUAL SECURITY APPROPRIATIONS, 1956 


The actions taken by the House of Representatives, insofar as they are at 
variance with the proposals of the President, can be conveniently grouped into 
three main categories. 

1. Drastic reductions in the amounts of new obligational authority requested 
by the President to carry out the fiscal year 1956 mutual-security program. 

2. The failure, by either the total omission or modification of some of the 
<seneral language provisions which were proposed, to deal adequately with 
several technical and administrative problems, some of which are rather 
far-reaching in their consequences, 

3. The inclusion of one provision which is inconsistent with the request 
of the President and which might interfere, under some circumstances 
seriously, With the orderly administration of the program—a provision limit- 
ing obligations and/or reservations during the last 2 months of the fiscal year 
to not to exceed 20 percent of the total funds which would be made available 
by the bill. 

I shall discuss each of these categories separately and in some detail, and, 
should the committee so desire, representative of the executive branch, will 
supplement this discussion, either orally or in writing, with even greater detail. 


I. DRASTIC REDUCTIONS IN THE AMOUNT OF NEW OBLIGATIONAL AUTHORITY REQUESTED 
BY THE PRESIDENT TO CARRY OUT THE FISCAL YEAR 1956 MUTUAL SECURITY 
PROGRAM 


H. R. 7224, as passed by the House of Representatives, would effect a reduction 
of $627,900,000 in the President’s request for new obligational authority during 
tiseal year 1956 of $3,266,641,750. In addition, under the House bill, unobligated 
balances estimated in the amount of $21,366,750, would lapse, and not, as re- 
quested by the President, remain available for obligation during fiscal year 1956 
The total reduction below the executive branch proposal therefore amounts to 
approximately $650 million. Stated in another fashion, this reduction con- 
stitutes a cut of approximately 20 percent. 

Before analyzing the general effects of some of the most significant reductions, 
it should be noted that each reduction, and the totality of the reductions, must be 
looked at from two standpoints: 

First, the extent to which activities in a program will need to be curtailed 
and the degree to which such curtailment will prevent or retard the attain- 
ment of the specifie military, political, or eeonomie objectives for which the 
program is designed. In the case of a military program, to what extent 
will the reduction limit or postpone the delivery of military equipment, and 
how will this limitation or postponement affect the rate of military buildup 
overseas, and thus the creation of physical strength in Allied forces? To 
take another example, in the case of a program of defense support, to what 
extent will the decrease in amount affect the capacity of proposed recipient 
nations to raise and maintain forces? 

Second, the political impact abroad, and particularly in certain key coun- 
tries and on certain central institutions of the free world, such as the North 
Atlantic Treaty Organization, the United Nations, ete. Even in cases where 
the physical consequences of a program cutback might not be considered to 
be serious in fact (and I believe all of them are), the political damage may, 
nonetheless, be of serious magnitude. This damage arises, first, because 
other nations do not understand the complicated accounting system of the 
United States Government or the significance of the pipeline of unexpended 
funds, and, second, because these nations view the actions of the Congress 
as symptomatic of the general attitude of the United States toward various 
international activities in which it is currently engaged. In particular, 
any reduction at this time must be considered in relation to its possible 
effects upon the outcome of the forthcoming meeting of the heads of gov- 
ernments at Geneva and upon any negotiations or subsequent events which 
may result therefrom. 

It also seems desirable, before turning to the consequences of specific cuts, to 
make the following further important general observations which are applicable 
to the cuts as a whole or certain groups thereof : 


1. Compounding of the damage because of the interacting, cumulative, and multi- 
plying effects in cases where there are separate cuts in two or more related 
programs 


The program submitted to the Congress is a balanced and integrated program. 
Nearly every one of the many separate components is related to, and frequently 
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dependent upon, one or more of the other components. A cut in one component 
may, therefore, have profound effects on other components and upon the capacity 
of the United States to carry on a whole series of intimately related and critical 
programs in some vital area, Moreover, a cut in one component may, because 
it is at the same time paralleled by a cut in another related component, have 
an impact which is far greater than is apparent from an examination of either 
cut separately, and this impact may, in fact, because of pyramiding or multiply- 
ing effects, be even greater than merely the sum total of the effects of either cut 
taken in isolation. 

For example, the creation and/or maintenance of the desired level of military 
forces in a given country may be dependent on the simultaneous provision of 
certain amounts of military end item, defense support, and direct forces support 
assistance. Failure to provide one of these in the full measure needed, or at all, 
may diminish or nullify the effect of providing the other two. Similarly we are 
faced with the additive effects of a series of substantial reductions in several 
separate appropriations which, as noted in 2 below, all affect the mutual security 
program in the Far Hast. 


?, Heavy impact of cuts in the Far East 

Of the some $208 million in nonmilitary cuts (exclusive of forced lapses in 
prior years’ funds), over $160 million, or more than 78 percent, of the total spe- 
cifically applies to Asia. This reflects the kind of dangerous cumulative effect 
which is generally described in 1 above of a combination of separate cuts— 
$52.8 million in defense support, $10 million in development assistance, and $100 
million in the President’s fund for Asian economic development. Moreover, al- 
though the precise consequences therefrom cannot now be identified, the effect 
of these cuts would, of course, be aggravated by the probable necessity for ab- 
sorption by the total Asia program of some part of the reductions made by the 
House bill in the worldwide request for (i) technical cooperation, (ii) direct 
forces support, and (iii) military assistance. At a time when this area of the 
world is a focal point of active Communist pressures, and when requirements 
are increasing rather than decreasing, an aggregate cut of this kind is likely 
to have the most serious consequences. 


Concentration of non-MDAP reductions on countries contiguous to the Soviet 
bloc 


Under the illustrative programs submitted to the Congress, over $175 million, 
or about 85 percent, of the total non-MDAP cuts of $208 million would specifically 
affect assistance to countries which are on the periphery of the Soviet bloc and 
thus peculiarly susceptible to direct and indirect Communist aggression. 


). The existence of substantial unerpended balances in certain appropriation 
accounts is not in this instance, as contended by the House Appropriations 
Committee, a sound basis for any reductions in the new obligational authority 
proposed 

The House Appropriations Committee, in explaining the reasons for the severe 
cuts which it proposed, uniformly, and almost exclusively, rested its case on the 
existence of large unexpended balances in the various affected appropriation 
accounts. These balances, it argued, were unduly large and, consequently, evi- 
dence that the need for new funds was far below the level requested. As we 
shall demonstrate in more detail below with respect to individual appropriations, 
we believe that this argument is wholly unsound as applied to the actual situation 
existing in the mutual security program. Moreover, since this was the only 
substantial argument advanced by the House committee for its large cuts, it 
would seem that the removal of this argument destroys the entire basis for these 
cuts. 

It is believed that the committee’s action was inconsistent with two important 
underlying: considerations : 

First, that the size and character of the President’s request for new 
obligational authority was based upon the existence and continued avail- 
ability in fiscal year 1956 of unexpended balances of the size and nature 
which, admittedly, do exist, and to which the House committee’s report 
points—that if any portion of such unexpended balances were not to be 
available, then the request for new obligational authority would of necessity 
have to be correspondingly larger; and 

Second, That the nature of the mutual security program is such that its 
proper conduct depends on the availability of large unexpended balances— 
balances which reflect the combination of long administrative planning, 
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international negotiating, operating, and procurement lead times which are 
involved in conducting programs in overseas areas in cooperation with some 
60 other sovereign countries, with whose plans and programs our programs 
must be coordinated, and requiring the kind of actions by other countries 
and by ourselves which often inevitably take years rather than months, 
including the procurement and shipment abroad of complicated types of 
equipment, the recruitment of scarce types of skilled technical personnel, ete. 
In other words, the President’s request assumed that these unexpended bal- 
ances would in fact exist and were necessary in addition to the new money 
sought, and this assumption was in turn predicated on the need, which is 
inherent in the mutual-security program, for financing which is adequate to 
cover the inescapably long periods required for the execution of the programs 
involved. The House committee apparently failed to give full weight to this 
consideration and, we believe, applied standards which, while undoubtedly 
valid in relation to many domestic programs, are an inappropriate test of correct 
financing in the case of the mutual-security program. 


5. The absolute size of any individual cut is not always an indication of its 
impact on the program 

H. R. 7224, in the form passed by the House of Representatives, includes some 
half dozen individual reductions which, in the aggregate, are only slightly in 
excess of $10 million. While the amount of $10 million may appear small in 
relation to the total sum of the funds covered in the bill, it would be a serious 
error to conclude that these specific reductions are, therefore, of no conse- 
quence. I refer to the reductions, hereinafter to be individually discussed, in 
the sums sought for the Intergovernmental Committee for European Migration 
(ICEM), the United Nations High Commissioner for Refugees, the United Na- 
tions Palestine Refugee Fund, the ocean freight costs for shipments of voluntary 
relief agencies, the ocean freight costs of shipments of certain surplus agri- 
cultural commodities, and the administrative expenses limitation on programs 
to be administered by the Department of Defense. 

Moreover, I want to express concern over the philosophy that seems to be 
evident in a number of instances to the effect that a small cut in a compara- 
tively large program can’t really hurt very much. Proportionately, of course, 
the damage is less great, but it should be remembered that the program had, 
previous to its submission to the Congress, already been thoroughly screened 
and rescreened and, we believe, pared down to the minimum size consistent 
with United States securitv requirements. A program that has been prepared 
in this fashion cannot, without significant impairment, be further subjected 
to a chipping away—to a series of individually small, but cumulatively sizable, 
downward adjustments, 

I now turn to an examination of the individual cuts. Each of these, because 
of the total number of all the different cuts involved, can only be covered very 
briefly and T shall not attempt to recapitulate all the affirmative justifications 
being submitted to your committee in testimony or in other written form to 
support the President’s request. 

1 (7). Reduction of $420 million in new obligational authority for military 
assistance.—In absolute terms the cut of $420 million in military assistance funds 
is by far the largest cut effected by the House of Representatives in the Presi- 
dent’s request. Moreover, in terms of the new obligational authority requested 


for this purpose ($1,125 million), the reduction is very heavy, amounting to about 
37.5 pereent. Such a cut obviously cannot be imposed without the most far- 
reaching consequences to planned programs. We believe these consequences 
would be very serious, and representatives of the executive branch have devoted. 
and over the next few davs will devote, a large part of their testimony before 
your committee to the elaboration of these consequences. 

Nevertheless, the following will perhaps give some flavor of the problems which 
are presented by the House action. The great bulk of the military assistance 
request was divisible into two parts: 

First, some half a billion dollars for assistance required to protect the 
investment heretofore made in our military assistance program—to provide 
maintenance and spare parts, and thereby to maintain the effectiveness, of 
equipment previously delivered abroad; to provide training in the use and 
upkeep of equipment furnished or to be furnished; and to pay for the cost 
of packing, handling, and transporting equipment to be delivered in fiscal 
year 1956 but financed from previous MDAP appropriations. 

Second, some $525 million to cover urgent needs in countries where mili- 
tary requirements have been discussed and agreed upon, and where coun- 
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tries, in the expectation of United States help, have taken far-reaching, and 
often costly and difficult, steps to meet commitments on raising forces, 
yranting base rights, etc. Such needs, in some cases the subject of under- 
standings for United States aid which have been discussed with the com- 
mittees of Congress, involve such countries as Spain (which has already 
granted the United States valuable base rights), Pakistan, Turkey, Korea, 
the Philippines, and the United Kingdom. 

The request made scant provision for any of the more than $1.5 billion in 
current unfilled requirements of forces of other countries of a level and type 
which our military authorities believe it is important should be maintained. 

Under these circumstances the House cut presents the executive branch with 
this very difficult dilemma: To disregard the urgent needs of, and in some in- 
stances the commitments for assistance to, certain important countries or to fail 
to take those steps necessary to adequately protect, by furnishing necessary train- 
ing, maintenance, and spare parts, the costly investment already made in the 
form of end items previously delivered under the program. The creation 
of this dilemma appears by its very statement to be completely at variance with 
the security interests of the United States. 

We do not believe that it is true, as the House Appropriations Committee has 
said, that through a readjustment of unexpended balances (now estimated at 
$6.5 billion), the program can be continued in an “undiminshing manner” during 
the coming year. The pipeline is committed to meeting currently programed 
requirements, and the new money requested by the President was extremely con- 
servative considering the known future requirements. This cut would prevent 
the meeting of these requirements, unless existing programs are cut back or future 
appropriations make good the loss. In the latter case, a delay of at least a year 
would result. 

A (2). Reduced limitation on funds which may be used for the administration 
of the military assistance and direct forces support programs.—H. R. 7224 re- 
duces from a requested $24 million to $23,250,000 the amount of military assist- 
ance funds which may be used for “administrative expenses” to carry out the 
military assistance and direct forces support programs. The House committee 
apparently proceeded on the theory that no more was needed than the exact 
amount allowed last year for the military assistance program alone. In reaching 
this conclusion, we believe the committee overlooked two important facts: first, 
that due to new or increased programs in several countries—Germany, Iran, 
Japan, and Pakistan, for example—administrative demands will be greater than 
last year and that the $24 million limitation sought reflects a substantial cutback 
in service estimates as to the minimum amounts required for administering the 
military assistance program which totaled $29 million (exclusive of direct forces 
support) ; and, second, that the amount requested for this year must cover, unlike 
the comparable amount allowed last year, any administrative expenses involved 
in carrying out $300 million in direct forces support programs in some 11 different 
countries which are now the administrative responsibility of the Department of 
Defense. While the reduction in this administrative-expense limitation is rela- 
tively small, it will, under the circumstances described above, make considerably 
more difficult the kind of orderly and efficient administration which we should 
expect and want in the conduct of a program currently involving nearly $10 mil- 
lion in United States resources, 

B. Reduction of $12,200,000 in the new obligational authority requested for di- 
rect forces support.—This cut from a request of $317.2 million to the $305 million 
provided in the House approved bill is an example of the kind of relatively small 
cut in a large program to which we referred above and for which we can find no 
specific explanation unless it lies in the House Appropriations Committee's state- 
ment on page 5 in its report to the following effect : “It should be pointed out that 
of the total of $690,700,000 made available to date for this purpose there remained 
unexpended as of April 30, 1955, the sum of $544 million, which is nearly 80 percent 
of the total availability.” 

If the foregoing be the reason of the committee for its action we should hasten 
to say that any argument for a cut based on substantial unexpended balances has 
even less basis with respect to this appropriation request than almost any other. 
This is why: (1) approximately $142 million of the $544 million mentioned relates 
to programs which it is not planned to continue in fiscal year 1956 and which are 
of a type and for countries where no comparable assistance is presently contem- 
plated during fiscal year 1956 (United Kingdom aircraft and French ammunition, 
artillery, and semiautomatic weapon production for forces support programs) ; 
and (2) about $258 million relate to the calendar year 1954 program under which 
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the United States reimbursed the French Government for certain expenditures 
made by it in support of the forces of the French Union and the Associated States 
in Indochina, a program which, in its then form, is not being carried forward iy 
fiscal year 1956. Apart from the fact that it has no direct financial relation to 
programs for which funding is sought in fiscal year 1956, it should be stated that 
the latter program, because it is a program of reimbursement for expenditures 
of particular types which have been completed by another Government or, in 
some cases, by two other governments, and because it has been complicated by pro. 
tracted international negotiations which have led to a reduction in previously 
anticipated United States costs, inevitably is slow in the completion. 

The $317.2 million requested for fiscal year 1956 is for purposes entirely differ. 
ent from those reflected by the foregoing $400 million, and the figure of $144 mil- 
lion would therefore have been a more appropriate figure for the committee t 
have cited than the $544 million which it used. The $317.2 million, it should also 
be noted, compares with an amount of about $365 million obligated for reall; 
similar purposes in fiscal year 1955. Its largest component is the $180 million 
illustratively planned for Korea. It might also be remarked that this cut must 
inevitably affect the degee of direct United States support for the military forces 
of one or more of the following countries, each of them on the immediate geo 
graphic periphery of the Communist world: Iran, Turkey, Pakistan, Formosa 
Korea, the Philippines, Thailand, and the three Associated States. This would 
compound and aggravate the serious consequences which would be caused by) 
the large cuts in military assistance money. 

C. Reduction of $5,800,000 in the new funds sought for defense support ii 
Asia.—We view with the gravest concern the reduction of the requested $827 
million for this purpose to the $775 million previded in H. R. 7224 as passed by 
the House of Representatives. This reduction, serious in and of itself for th 
reasons hereinafter specified, must also be viewed in combination with the 
more than $100 million in other cuts which are imposed on this far eastern are; 
by actions of the House on other appropriation requests. 

This reduction involves the programs for the following critical countries, al! 
of them contiguous with Communist areas and all of them maintaining militar 
forces of a size and type which are beyond their capabilities in the absence 0: 
United States assistance: Pakistan, Formosa, Korea, Philippines, Thailand 
Cambodia, Laos, and Vietnam. Reduction in this assistance must therefore 
inevitably involve either a reduction in the size or level of effectiveness in son: 
of such forces or the serious political and economic risks of an overextensio! 
of their military efforts. 

We cannot set out here the detailed country-by-country justifications tha 
have been presented to this committee in support of the entire amount requested 
by the executive branch. We think that these justifications fully support the ful 
amount of the request. Apart from this, developments subsequent to the formula 
tion of the request now make it clear that the amount of such request may prove 
to be grossly inadequate to meet urgent minimum needs. In the first place, this 
request was predicated on a reduction of the Vietnamese military establishmen: 
to approximately 100,000 men in the reasonably near future. It now appears 
that a reduction to this level will not be practicable for a considerable period t 
come and that, on the contrary, we can expect the maintenance of forces mor 
than half again this size during the period in which the financial support co! 
templated in this bill would apply. Our estimate for calendar vear 1956 may 
in fact, be short by as much as $150 million. Additional requirements may als 
develop in Korea and the Philippines. 

It appears that the House committee based its recommended reduction on the 
following reasoning: 

“The committee was advised that as of April 30, 1955, there remained unex 
pended for this portion of the program for Asia the sum of $1,056,800,000. I 
view of this large amount of unused funds, the committee has reduced the reques 
by $52,800,000.” 

In relation to the type of programs here involved and the size of the fiscal vea 
1956 request, we do not consider that the unexpended balance cited by th 
committee is unduly large. Approximately one-half of its total, to be exact 
$500.9 million, relates to the calendar year 1955 program for Cambodia, Laos 
and Vietnam. It would be unreasonable, we believe, to expect that funds relate 
to a calendar year 1955 program for these countries would be significant! 
expended by April 30, 1955; and it should be noted that the funds requested for 
the program for these countries in our fiscal year 1956 request, $379.3 million 
are to cover calendar year 1956. As to the remainder of this unexpended balance 
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nearly $250 million is concentrated in Korea, where a going program in excess 
f this amount makes an unexpended balance of that level in it all unreasonable. 

D. Reduction of $10 million in the amount requested for development assistance 
in Asia.—Under the illustrative programs presented to the Congress, the impact 
f this cut would necessarily fall upon our assistance for India. It is one of 
the several reductions imposed by the House of Representatives which, when 
taken together, cut deeply into the total non-MDAP program for Asia and into 
the funds sought to strengthen countries contiguous to the Iron and Bamboo 
Curtains. The requested amount of $71 million represents the best judgment 
of the executive branch as to the level of United States assistance of this kind 
which should be extended to India this year. Thirty million dollars of this 
,mount will, it is estimated, take the form of agricultural surpluses, and prob- 
ably more than $60 million of the total would take the form of loans rather than 
grants. 

The importance of India, and of its 370 million people, both in their own right 
id in relation to Asia as a whole, need no emphasis, nor, do we think, do the 
critical relationship of our aid to the success of the Indian development plan 
and the effect of the success or failure of that plan on the fate of democracy 
i the less developed areas of Asia and Africa require proof here. Our regular 
resentations have covered these points. Consideration should be concentrated 
iere on the particular technical basis on which the House committee justified 
the eut Which was subsequently approved by the House itself. The committee’s 
report read as follows: 

‘The committee was advised that as of April 30, 1955, the unexpended balance 

India for this purpose was $105,700,000. In view of this large unexpended 
balance the committee recommends $61 million, a reduction of $10 million in 
the budget estimate.” 

The unexpended balance is, as stated by the committee, large. However, it 
s decreasing at a dramatic rate which reflects the fact that this program, 
after difficulties with its initiation, is finally being placed on a sound operating 
hasis. In this connection the following figures with respect to funds available 
ind expenditures may be of interest to the committee: 
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Includes both technical cooperation and development assistance, as did the estimate of cinliieadiii 
halanees in the House committee report. 
?'Through April 30. 
Large rise in expenditures due to items expected to be delivered from prior-year program ($20 million of 
plus oo ila commodities and $30 million of railroad equipment). 
* Estimated. 


Under these circumstances, we do not believe that the size of unexpended 
halanees on April 30, 1955, should weigh against the granting of our total request 
for a program whose success is of such profound importance to our country. 

Reduction of $21,500,000 in the new obligational authority requested for 
‘echnical cooperation.—H. R. 7224, as passed by the House of Representatives, 
educes the $146,500,000 requested for bilateral technical cooperation programs 
to $125 million, or approximately 15 percent. The reason given by the House 
Appropriations Committee in its report in recommending this reduction was as 
follows: “In view of the large unexpended balance in this program as of April 
0, 1955, $189 million, the committee recommends $125 million for fiscal year 1956, 
“ reduction of $21.500,000 in the budget estimate.” There was an indication also, 
which is reflected in the following additional language in the report, that the 
committee, or some of its members, may have felt that the increase proposed over 
~ fiscal year 1955 program level was too great: “It [the $125 million proposed] 

however, an increase of $16,603,000 over the amount available during the 
eae fiscal year.” 

We believe the concerns of the committee in both respects can be readily met. 

There are special circumstances which explain why, as of April 30, the unex- 
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pended balance for technical cooperation was in the neighborhood of $189 million. 
Five countries of the 44 involved (Egypt, Iran, India, Indonesia, and Pakistan) 
accounted for $112.2 million of the total pipeline. This is a temporary situation 
which arose essentially because the technical cooperation programs in those 
countries prior to fiscal year 1955 contained substantial capital development ac- 
tivities no longer included under technical cooperation. With the liquidation of 
these capital development components of previous years’ programs in these five 
countries, there will be a large proportional reduction in the unexpended balance 
for technical coope ‘ation. At the same time it must be recognized that, even 
after this special situation is cleared up, some pipeline of unexpended funds js 
reasonable and necessary in administering technical cooperation. 

In the first place, after project agreements have been concluded with recipient 
countries for individual activities, time is required for refinement of program 
plans and for establishment of necessary administrative arrangements before 
actual operations can commence, Secondly, technical cooperation entails numer- 
ous small projects involving a large number of transactions to procure small 
quantities of specific items and to obtain the services of hundreds of individual 
specialized technicians. Thirdly, there is inevitably some delay involved in 
negotiating project agreements and the necessity thereafter, before project 
implementation can be initiated, for detailed negotiations and program refine- 
ment with officials of recipient countries. 

‘nsofar as the general question of raising the going program level to the exient 
which the committee felt was implied in the request of the executive branch, we 
believe the following comments are pertinent: 

First, the fiscal year 1955 program level was $113 million, and the fiseal 
year 1956 program would represent a $33,500,000 increase thereover. 

Second, nearly 50 percent of the foregoing increase represents simply a 
shift of assistance from another aid category to technical cooperation rather 
than an actual increase in assistance. The fiscal vear 1955 program level 
given above, and used by the coniunittee in its: caleu!lations, exeluded the 
technical cooperation components for Korea and Indochina whereas the fiscal 
vear 1956 program figure inchides these. In fiscal vear 1955, technical co- 
operation programs of $7,750,000 for Korea and $4,250,000 for Indochina were 
financed from defense support accounts. Requests for these 2 areas in fiseal 
year 1956 are $8 million and $7.5 million, respectively. 

Third, nearly $5 million of the remaining approximately $18 million in real 
program increase represents the step-up of the program in Latin America 
in accordance with the policy enunciated by United States delegates to the 
Rio Conference and accords with the emphasis placed on this particular phase 
of our aid program in Latin America where, by and large, significant grants 
of economic aid have not been made except in a few special problem areas. 

Fourth, more than $7 million of the real increase is attributable to efforts 
to carry out technical cooperation programs in Pakistan and Indonesia which, 
in their size and composition, are more commensurate with the size, popula- 
tions, and needs of those two countries than the programs in effect there in 
fiscal year 1955. The program in Pakistan would be raised from $5.2 million 
to $9 million, and that of Indonesia from $5.7 million to $8 million. For 
countries whose population is in each instance about SO million people, we 
believe that the program levels are low rather than high. 

Fifth, the remaining approximately $5 million is spread among a large 
number of different countries, mostly in the Middle East. 

We feel that these reasons more than amply justify the request which we 
submitted. 

The funds which are requested for these technical cooperation programs, along 
with those for development assistance and Asian economic development, are 
sought for purposes which are not either military in character or the direct 
outgrowth of military requirements. They reflect an effort, with an importance 
out of all proportion to amounts involved, to give proper emphasis in our national 
policy to the significance, in terms of both the long- and short-term security of the 
United States, of increasing the standards of living and production in, and of 
dealing with the more basic problems of, the underdeveloped areas of the free 
world. The concepts involved are fundamental, and their acceptance, imple- 
mentation, and reflection in our foreign policy are conditions precedent to carry- 
ing out a policy of substituting trade for aid, and, in certain areas of the world, 
to any progress at all. 








llion, 
stan) 
ation 
those 
it ae- 


on of 


>» five 
lance 
even 
ds is 


pient 
gram 
efore 
imer- 
small 
idual 
“din 
‘oject 
efine- 


xtent 
h, we 


fiscal 


ply a 
ather 
level 
d the 
fiscal 
Al co- 
were 
fiscal 


n real 
erica 
o the 
phase 
‘rants 
PAS. 
fforts 
vhich, 
ypula- 
ere in 
illion 
For 


le, we 
large 
*h we 


along 
t, are 
direct 
‘tance 
tional 
of the 
ind of 
e free 
imple- 
carry- 
world, 










MUTUAL SECURITY APPROPRIATIONS, 1956 61 


We therefore place particular stress on the full restoration of the $21,500,000 
cut in this program which is contained in H. R. 7224 as passed by the House of 
Representatives. 

I’. Reduction of $100 million in the amount requested for the President's Fund 
for Asian Economic Development.— H. R. 7224, as passed by the House, cuts in 
half the $200 million requested by the President for this purpose. Percentage- 
wise, this is the heaviest cut made which was made by the House. 

A full justification for this program, the central element of United States efforts 
te contribute in a practical fashion toward a solution of the problem of meeting 
the critical need for economic development and increased standards of living 
in free Asia, is being presented to the committee by witnesses and in other writ- 
ten submissions. This part of the mutual security program is most important, 
and significant to the furtherance of the long-range objectives of the United 
States. 

The House committee, in recommending this reduction, gave the following as 
its only reason for such action: 

“The amount of funds requested was bused on the amount provided in the 
authorizing legislation. It should be noted, however, that the authorizing 
legislation provided for the availability of these funds through June 30, 1958 
Further testimony was presented to the committee to the effect that only $100 
willion of the amount requested would be obligated during fiscal year 1956.” 

The foregoing argument is based on a misunderstanding as to the reason for 
making the funds appropriated under this authorization available until June 
4 1958, and on a failure to appreciate the necessity, in terms of conducting the 
program contemplated, of having the total $200 million requested available 
during {seal year 1956 even though it has been estimated that only $100 million 
thereof will actually be obligated during this fiscal year. The sole purpose for 
seeking the longer term availability was to make it possible to appropriate 
funds in fiscal year 1956 which, even though not obligated during that vear, 
would continue available without further congressional action for obligation 
subsequently, instead of lapsing as would otherwise be the case. It was the need 
for having funds on which the executive branch could assuredly count in enter- 
ing into negotiations and making international commitments that might not, 
and probably in many instance would not, result in legal obligations in fiscal 
year 1956. 

Availability in fiscal year 1956 of the full amount is very important because 
the ability of the United States to get the other countries involved to devote the 
necessary time and expense to planning and developing specific projects will 
be severely impaired if Congress does not appropriate the full amount requested. 
Past experience has shown that unless funds are actually in hand, other countries 
hesitate to discuss commitments. By the same token, in the absence of appro- 
priations, United States representatives cannot commit, even tentatively, merely 
on the basis of an authorization by the Congress. 

We should add, by way of an important footnote, that we do not exclude the 
nossibility that the kind of activities contemplated in this program will go 
forward in a more accelerated fashion and involve obligations of more than 
$100 million during fiscal year 1956. In an area where it is imperative from a 
free world standpoint to move as rapidly as circumstances permit, it would be 
unfortunate if fund limitations prevented the maximum forward progress 
otherwise possible. 

G. Reduction of $5 million in the funds requested for a United States con- 
tribution to the Palestine Refugee Fund (UNWRA ) —H. R. 7224, as passed by 
the House of Representatives, reduced the President’s request for new obliga- 
tional authority of $61.3 million to $56.5 million, but it also provides, in accord- 
ance with that request, for the continued availability in fiscal year 1956 of 
$3.7 million in prior years’ funds which had not been obligated in June 30, 1955. 
Thus. the House of Representatives, following the specific recommendations 
of its Appropriations Committee, would make available a total of new and old 
funds of $60 million in comparison to the $65 million sought. The committee 
report gave no reason for the action taken. 

The amount requested represents the best estimate of the executive branch 
as to the amount which the United States should, in its own maximum self- 
interest, contribute during the forthcoming year to an undertaking whose suc- 
cess or failure—and on this there can be little question—will determine much 
of the course of history in the vital Middle East during the next several decades. 
Nothing has happened to change the estimate of an optimum United States 
contribution which we originally made—the same number of refugees require 
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relief and the same problems of resettlement remain. If this estimate proves 
in facet to be correct, either because the money is actually needed for use or 
because commitments cannot be made unless it is available, then, since refu- 
gee expenditures are already known and cannot be reduced, the consequences 
will be a curtailment in potential resettlement activities, the one avenue which 
offers any prospects of a long-term solution to the Palestine refugee problem and 
therefore, to the removal of probably the principal source of political and 
economie unrest and discontent in the Near Hast. At a time when tensions in 
the Gaza strip are mounting, it seems particularly inappropriate to risk in- 
adequacy of resources to deal with the single most important issue behind such 
tensions. 

H. Reduction of $2,500,000 in the new obligational authority requested for 
a United States contribution to the Intergovernmental Committee for European 
Wigration (ICEM).—The Appropriations Committee of the House, confirmed 
by the House of Representatives, reduced a request of $12,500,000 for this pur- 
pose, to $10 million. It gave no explanation for its action and we know of 
none. 

A hasty appraisal of the probable effect of a $2.5 million reduction in the 
appropriation for ICEM has resulted in this rough estimate: That there will 
be a reduction of 25,000 in the potential movement of migrants out of Europe 
in calendar year 1956. This will constitute a complete reversal of United 
States objectives and efforts over the past 3 years to increase such movement. 
Movements have increased from 77,664 in 1952 to 131,750 currently estimated 
for 1955. The estimated movement in 1956, assuming the availability of funds 
requested, is 174,350, or a 21.6 percent increase over 1955. This would be 
accomplished through a 19-percent increase in United States dollar contribution. 

The House reduction will seriously affect movement from Austria, Greece, 
and Italy, areas of particular concern to the United States. The United States 
has exercised effective leadership within the Migration Committee in inducing 
other governments to increase their contributions. These efforts have met 
with success to date. If the United States now fails to increase its contribu- 
tion over previous years proportionately to the increase in potential movement 
developed ; other governments will do likewise; the leadership which the United 
States has exercised will be lost, doubts will be raised as to the United States 
interests in the Committee and the effectiveness of the Committee’s operations 
will be seriously jeopardized. In the first few years the Committee faced the 
problem of stimulating movement. The Committee now faces the problem of 
securing sufficient income to move the numbers read to be moved. 

I. Reduction of $400,000 in the amount requested for a contribution to the 
United Nations Refugee Fund (UNREF).—The House of Representatives re- 
duced the amount requested for this purpose from $1.4 million to $1 million, 
or approximately 30 percent. No reasons were given for this action, and we 
know of none. We cannot say that such a reduction will have world-shaking 
consequences or imperil the security of the United States, but we ean assert 
that it will significantly and adversely affect the efforts through UNREF to 
provide, within the next 4 years, some form of a permanent solution to the 
problem of some 300,000 World War II refugees (77,000 of them still inmates 
in refugee Camps) who are not eligible for assistance under any other refugee 
programs. It will have this effect not only because of the loss of funds that 
the cut would involve, but also because of the impact it is likely to have on 
(1) the efforts of the United Nations Commissioner for Refugees to obtain 
the contributions which are being sought from other countries which would, in 
combination with the full $1.4 million from the United States, provide $4.2 
millien for the program during the first of the 4 years, and (2) the efforts of 
countries of present asylum of these refugees to mobilize local resources whose 
mobilization and use is to a large extent dependent on the simultaneous availa- 
bility of international funds from UNREF. Wholehearted United States sup- 
port is, in fact, generally conceded to be essential to the program’s success. 
And we can further assert that the success of this program, apart from the 
tremendous humanitarian considerations which are obviously involved, in help- 
ing these miserable people who desperately need help, is important in terms 
first, of removing serious sources of discontent and an economic burden from 
several countries in which the United States has important interests, and, second, 
in demonstrating to those who are behind the Iron Curtain that those who 
have come from behind te Iron Curtain are better off in the free world. 

J. Reduction of $500,000 in the new obligational authority requested to pay the 
ocean freight costs of certain voluntary relief agency shipments.—H. R. 7224, 
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us passed by the House of Representatives, reduced the sum requested for this 
purpose from $2,000,000 to $1,500,000. No reason was given for this action other 
than the following language in the House Appropriations Committee’s report: 
“The amount approved for voluntary relief shipments is the same as was provided 
for fiscal year 1955.” The increased amount rested primarily on the need to 
meet the costs of expected increases in the shipment of relief supplies to South 
Vietnam. If this reduction stands, it will therefore mean as a practical matter 
that some $7 million of relief supplies, which the voluntary agencies obtain as 
free gifts from the American people, could not be delivered. The lack of a sum 
which may, at first glance, appear to be small and inconsequential would cause 
the cessation of important activities that have a value some 15 times the amount 
of that sum. Moreover, to the extent that the impact of the curtailment of this 
activity fell upon the supplying of relief supplies to refugees in South Vietnam, 
it might be necessary for the United States, for urgent reasons of national 
security, to pay the total cost of carrying on this activity. 

Kk. Reduction of $3 million in the new obligational authority requested to pay 
the ocean freight costs of certain shipments of surplus agricultural commodi- 
ties —No reason was given for this reduction from $13 million to $10 million 
although it appears that it resulted from a misunderstanding by the House Ap- 
propriations Committee as to the level of obligation for this purpose during 
fiscal year 1955. We believe the committee assumed that only $8.3 million of 
mutual security funds was used for this purpose. This $8.3 million represented 
only the amount specifically programed to cover commodity movements under 
title III of the Agricultural Trade Development and Assistance Act of 1954 
(Public Law 480, 88d Congress) and did not include some $11.3 million taken 
from country program funds to finance emergency shipments under title II of 
that law. In actual fact, therefore, some $19.6 million was obligated in fiscal 
year 1955 out of mutual security funds for the cost of shipments of surplus 
agricultural commodities under both titles II and ITI. 

The $10 million which the House voted is actually only enough to cover antici- 
pated movements under title III in the year ahead. We cannot predict where, 
or to what extent, disasters or other emergencies will occur during the coming 
year which will require shipment of surplus commodities under title II and 
payment of ocean freight thereon, and the committee should be aware that there 
is no provision in Public Law 480 itself or any other legislation for the payment 
of any ocean freight for either title II or title III shipments. If the estimate of 
ocean freight requirements under title III of $10 million is correct, the House 
cut will leave us completely uncovered except at the expense of other programed 
funds if ocean freight costs have to be met in disaster situations. On the basis of 
last year’s experience, an estimate of $3 million for this latter item is very 
conservative. 


Il. THE FAILURE, THROUGH EITHER THE OMISSION OR MODIFICATION OF SOME OF THE 
GENERAL LANGUAGE PROVISIONS WHICH WERE PROPOSED, TO DEAL ADEQUATELY WITH 
CERTAIN TECHNICAL AND ADMINISTRATIVE PROBLEMS, SOME OF WHICH ARE RATHER 
FAR-REACHING IN THEIR CONSEQUENCES 


Items falling within this general category are the following: 

A. The failure to include an adequate provision for the carryover, and consoli- 
dation with new funds, of unexpended balances of prior year’s funds. 

Lb. The failure to make it completely clear that military assistance funds are 
being made available on a no-year basis. 

C. The failure either (1) to reenact, with appropriate up-dating modifications, 
section 110 of the Mutual Security Appropriation Act, 1955, or, alternatively, (2), 
upon the assumption that section 110 is permanent legislation, to include in this 
bill these modifications to section 110. 

D>. Failure to include authorization fer the payment of travel expenses to 
persons returning on home leave to residences in the territories of, as distinct 
from residences within the continental limits of, the United States. 

I shall discuss each of these items in the order listed. Before doing so, however, 
| wish o state, based upon our understanding that existing law, including the 
Foreign Service Act, already provides the necessary authority for this purpose, 
that we now have no objection to the omission in H. R. 7224, as passed by the 
House of Representatives, of the following language which we had previously 
preposed for inclusion in section 102 (and described as item 40 in the appropria- 
tions language recommended) : **Transportation of privately owned automobiles.” 


63754—55——_5 
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We assume that the same reasoning led to the deletion of this language by the 
House committee in reporting H. R. 7224. 


A. failure to include a provision (i) continuing available during fiscal year 1956 
for the same purposes of unexpended balances of prior year funds and (ii) 
authorizing consolidation of such unexpended balances with new funds. 

H. Rt. 7224, as reported by the House Appropriations Committee and as passed 
by the House of Representatives, failed to include in this, or any other remotely 
comparable form, the following provision which was proposed by the executive 
branch for inclusion as the last paragraph of section 101 (item 34 in the proposed 
language) : 

“To the extent authorized by the Mutual Security Act of 1955, the unexpended 
balances of funds appropriated under the authority of the Mutual Security Act 
of 1954 are hereby continued available for the general purposes for which appro- 
priated, and may be consolidated with appropriations made available for the 
same general purposes in this act.” 

This proposed provision had three purposes: (1) To continue available for 
obligation in fiscal year 1956 funds appropriated in prior years which were not 
obligated by June 80, 1955; (2) to continue available in fiscal year 1956, so that 
if necessary they could be deobligated and reob'igated, funds appropriated in 
prior years which were obligated on June 30, 1955; and (3) to authorize, in the 
interests of good management and sound accounting practices, the consolidation 
of all unexpended balances in any appropriation account, whether obligated or 
unobligated, with new fiscal year 1956 appropriations for the same general pur- 
poses. Each of these purposes requires separate comment, and the apparent 
technical character of the matters involved should not be permitted to obscure 
the profound importance of their proper treatment to the orderly and efficient 
execution of the mutual security program in the year ahead. 

The executive branch request that all unexpended balances of prior appropria- 
tions should be continued available during fiscal year 1956 covered, as noted 
above, both obligated and unobligated funds. H. R. 7224, as passed by the House 
of Representatives, deals only with the unobligated portion and, as indicated 
below, it does so in a way which is not consistent with the executive branch 
request, nor, we submit, with the requirements of the situation. 

1. Unobligated balances.—As to unobligated balances of prior year funds, the 
bill. instead of authorizing their continued availability in toto, specifies in detail, 
appropriation account by appropriation account, the extent to which, if any, 
the unobligated balance in each such separate account should continue to be 
available. Although we do not believe (but cannot be certain until final fiseal 
vear 1955 reports are in later this month) that the amounts of unobligated 
funds which would lapse in various accounts as a result of this method of treat- 
ing the problem would be large in relation to the whole program, they could 
prove to be unexpectedly significant in particular appropriation accounts. How- 
ever, apart from this probability, which we do not think is great, we note that 
this approach is basically at variance with the assumptions upon which the 
President’s request for new money was based and is, in fact, inconsistent with 
the nature of the mutual security program. 

The mutual security program is a continuing program in which each successive 
year’s increment is built on the programs for the preceding years and assumes 
the prior completion of those programs, either before or after the end of the 
immediately preceding year. It is a program under which the new obligational 
authority annually sought is predicated upon the continued availability of pre- 
viously appropriated funds. This is, we think, a sound and a realistic approach 
to the problems with which mutual security programs must contend and one 
which is better calculated to assure the orderly and prudent obligation of funds 
than a procedure which puts a premium on meeting a fiscal deadline on obliga- 
tions, a deadline whose rigid application to mutual security programs is out of 
character with the kind of problems involved in the execution of such programs. 

2. Obligated but unexrpended balances.—The foregoing problem with respect 
to unobligated funds is minor in comparison with the problem created by the 
failure of the pending bill, through the omission of the provision requested, to 
deal with the obligated portion of the unexpended balances. This failure, in 
the case of the mutual security program, creates a very peculiar and difficult 
problem. This follows because, as a part of the normal and efficient conduct of 
the mutual security program, funds which have been obligated must frequently 
be deobligated and then reobligated for the same or similar purposes. The 
Appropriations Committee of the House, as I am aware, expressed considerable 
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concern in its report about the extent and nature of deobligations and reobliga- 
tious of this kid that had occurred in the past, and I assume that its action 
in eliminating the provision requested, and that of the House of Representatives 
in confirmation thereof, resulted from a failure on our part to make clear that 
such deobligations and reobligations are in fact an inescapable part of the process 
of doing business in an orderly fashion. They ordinarly reflect the kind of 
changes in program detail that are continuously required in the conduct of any 
iurge business, and particularly a business involving the kind of activities 
encompassed in the mutual security program. Such deobligations and reobliga- 
tious are a necessary adjunct of keeping the program up to date, of changing 
specifications to meet changed requirements, of insuring compliance with pro- 
curement regulations, of reflecting changes in price, of arranging to substitute 
4 newer model of military equipment that has become available in place of an 
older one previously ordered, ete. 

In spite of the importance of program flexibility of the several kinds adverted 
to in the preceding paragraphs, program adaptations of the type which are 
repeatedly necessary may not be possible without authority of the kind re- 
quested. In other words, the import of the House bill is this: We must suifer 
further drastic reductions in our programs, or alternatively, repeatedly, and con- 
sciously carry on activities and deliver commodities and military equipment 
which, in the light of most recent information, will not be the activities, com- 
modities, and military equipment that best meet the requirements. Funds are 
frozen. In the absence of authority to reobligate after deobligation, there would 
he great pressure to adhere to decisions, which although wise at the time made, 
bave become of lesser importance. We may sometimes be faced with the alterna- 
tive of delivering inferior equipment, or no equipment at all, because we will not 
he permitted tu substitute better or different equipment. 

3. Consolidation. of old and new funds.—The third purpose of the proposed 
provision—the authority to consolidate unexpended prior years’ funds with new 
money—is important for the following reasons: The mutual security program 
has been consistently operated under a system of cumulative accounting, whereby 
the unexpended balances of previous years’ appropriations are merged and 
consolidated with each successive new appropriation. This practice, heretofore 
authorized by Congress, reflects the fact that we are dealing not with separate, 
easily segregated annual programs, but rather with a continuous program in 
which each successive annual component fits onto and carries forward the com- 
ponents for which financing was provided in prior years. The House committee’s 
action in failing to authorize a continuation of this practice would, if finally 
approved, require the establishment of a large number of new accounts and pro- 
cedures at an additional and unnecessary administrative expense, and create 
the very fiscal chaos which the House committee and the administration are 
trying to prevent. 

BK. Provision of MDAP funds on a “no-year” basis 

Section 2 (a) of the Mutual Security Act of 1955 adds a new paragraph num- 
hered (2) to section 108 (a) of the Mutual Security Act of 1954 which authorizes 
the appropriation of additional funds for the purposes of chapter 1 of the 1954 
act (i. e., military assistance) “to remain available until expended.” H. R. 7224, 
as passed by the House of Representatives, provides, up to the specific amount 
therein specified, an appropriation “for assistance authorized by section 103 (a) 
(2),” but fails to repeat specifically, as suggested in the language submitted by 
the executive branch, that the funds so appropriated are “to remain available 
until expended.” 

In order to make it abundantly plain that Congress intended that funds appro- 
priated pursuant to section 103 (a) (2) are to be no-year funds, and therefore to 
remain available until expended, it is strongly recommended that the foregoing 
explicit language on this subject, as contained in the language proposals of the 
executive branch, should be inserted in section 101 of H. R. 7224 after the words 
“the purposes of title I, chapter 1, and section 124.” As indicated below, the im- 
bortance of having such authority to the orderly conduct of the military-assist- 
ance program, and to its proper integration with the programs of the Depart- 
ent of Defense, cannot be exaggerated. 

Knactment of section 110 of the Mutual Security Appropriation Act of 1955 
evidenced recognition by Congress that the military-assistance prograin was to be 
administered, insofar as its procurement and fiscal aspects were concerned, as an 
Integral part of the total Department of Defense program. Operation under 
this section contemplated that military department appropriations would initially 
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finance the major portion of the military-assistance programs and departmental 
appropriations would be reimbursed from the military assistance appropriations 
at the time delivery of the items to recipient countries was accomplished. Such 
an arrangement requires that wilitary-assistance funds to reimburse the depart- 
mental appropriations be available from the time the order to procure is given 
to the services until delivery is made. Since delivery dates are frequently 
adjusted to assure that delivery will not take place in advance of the date when 
countries can properly accept and utilize the material, continuing fund avail- 
ability is essential. 

President Eisenhower's April 20, 1955, message to Congress on the mutual- 
security program legislation gave this further explanation of the desirability of 
such authority : 

“New procedures approved by the Congress last year now make possible mavxi- 
mum integration of domestic procurement of military equipment for our own and 
allied forces, increasing flexibility in the flow of military equipment to our 
allies, and greatly simplified procurement and accounting arrangements. Under 
the new procedures, the military departments procure most of the equipment for 
this program as a part of their regular procurement operations, with military- 
assistance funds reserved to repay the services at the time the equipment is de- 
livered. Under present law, military-assistance funds which are reserved remain 
available for obligation and expenditure until June 30, 1957. To further im- 
prove the present arrangement, I recommend the current and proposed military- 
assistance funds be made available until expended, as is now provided in the case 
of most Department of Defense appropriations for procurement.” 

There are, in addition, a number of other highly technical considerations which 
make the adoption of the no-year fund concept for MDAP highly desirable. These 
are largely related to the nature of military procurement and to the complicated 
relationships involved in the coordinated and integrated management within 
the foregoing general principles of the MDAP and Department of Defense pro- 
curement programs. 


C. Failure either (1) to re-enact, with appropriate up-dating modifications, sec- 
tion 110 of the Mutual Security Act, 1955, or alternatively, (2), upon the 
assumption that section 110 is permanent legislation, to include in this bill 
these modifications to section 110 

The executive branch has proposed, as section 106, the reinclusion, with certain 
suggested modifications, of section 110 of the Mutual Security Appropriations Act, 
1955 (item No. 67 in the appropriation language submitted by the executive 
branch). ‘The suggested language makes it clear that the procedures established 
and the authority granted by the 1955 Appropriations Act for the handling of 
military assistance funds would continue to apply in fiscal year 1956 and subse- 
quent years. 

The Appropriations Committee of the House omitted the suggested language 
in its entirety, stating in its report that the “section, by its own terms, is perma- 
nent legislation” and that consequently, “the suggested amendments are not 
applicable to provisions of the appropriation bill as reported by the committee.” 
The House of Representatives passed the bill as so reported. 

We strongly urge inclusion of the language which the President originally rec- 
ommended. Its acceptance would result in a compact, self-contained, and readily 
vundestandable provision which would bring up to date, clarify, and adapt to the 
provisions of the Mutual Security Act of 1955, the comparable provision con- 
tnined in the 1955 Appropriation Act. Apart from any other considerations, we 
believe that a single point of reference with respect to authorized procedures for 
the handling of military assistance funds is highly desirable. The procedures 
approved by the General Accounting Office under section 110 are now operating 
effectively and should eliminate confusion which previously existed in MDAP 
fiscal operations. 

In the event, however, that the Senate, like the House of Representatives, does 
not concur in the above approach, we would like to point out, that in such case, it 
is essential, if we are to obtain the full advantages contemplated by the Congress 
in enacting section 110, to include certain new language not now incorporated in 
the bill. One possible way partially to accomplish this purpose would be, in that 
part of section 101 relating to military assistance, to substitute language along 
the line of the following: “unexpended balances of appropriations heretofore 
made for military assistance which shall be consolidated with appropriations 
made herein all to be administered as one fund ;” for the language presently in 
H. R. 7224, which reads as follows: “not to exceed $33,900,000 of unobligated and 
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unreserved funds heretofore appropriated under authority of section 103 (a) 
(1) of the Mutual Security Act of 1954, as amended, are continued available 
vutil June 30, 1956, for the purposes of section 108 (a) (2) 7’. This would be in 
addition to the new language which is proposed under B above for insertion in 
this section of the bill and which is designed to make clear that military assist- 
ance funds are available on a no-year basis. 


D. Failure to authorize payment of travel expenses to residences in Unitcd 
States Territories of persons returning on home leave 

The Foreign Service Act of 1946, which provides authority that may be utilized 
under the mutual security program, has been read to permit (section 933), in the 
case of a Government employee whose residence is in a United States Territory 
or possession, payment of trayel for his home leave only between his overseas 
post and the point in the continental United States nearest to his residence. 
Thus, for example, a Government employee whose residence is in Hawaii and 
who is stationed in the Near East, Europe, or Latin America must pay his own 
travel between California and Hawaii to take his home leave at home. The 
language submitted contained a provision (item 46) which would permit the pay- 
ment of home leave travel for such personnel to and from their place of residence, 
as is now provided for residents of the continental United States. H. R. 7224, 
as passed by the House of Representatives, eliminated this provision. While, of 
course, the failure to include such specific authority will probably affect only 
a small number of persons, we believe that the Federal Government, as a re- 
sponsible employer, should endeavor to eliminate all unmecessary inequities of 
this sort, inequities that may rest heavily on those who are called upon to bear 
them and which may, in some cases, prevent or discourage the recruitment or 
retention of personnel whose employment is greatly desired. 


If. INCLUSION OF A LIMITATION ON THE LEVEL OF OBLIGATIONS AND/OR RESERVATIONS 
WHICH MAY BE MADE IN THE LAST 2 MONTHS OF THE FISCAL YEAR 


Section 106 of H. R. 7224, as passed by the House of Representatives, contains 
the following provision : 

“Not more than 20 per centum of any funds made available by this Act shall 
be obligated and/or reserved during the last two months of the fiscal year.” 

The foregoing is in two respects more stringent than a comparable provision 
which was included as section 108 in the Mutual Security Appropriation Act, 
1955. 

First, the new language would apply to both obligations and reservations, 
whereas the requirement in last year’s act applied only to obligations. 

Second, the authorized level of cbligations and reservations which would 
be permitted in the last 2 months of the fiscal year is reduced from 25 percent 
to 20 percent of total funds made available. This provision, as well as its less 
objectionable last year’s counterpart, are strongly opposed by the executive 
branch for the reasons hereinafter set forth. 

The ostensible argument for such a provision seems to be that it will operate 
as a deterrent to so-called June buying, a practice which is considered bad 
because it is believed that it frequently reflects hasty and careless buying which 
is designed solely or primarily for the purpose of saving funds from lapsing at 
the close of the fiscal year. We believe, however, that this limitation upon obli- 
gations during the last 2 months of the fiscal year and the description of obliga- 
tions during this period as June buying are based upon a misconception of the 
realities of the circumstances under which mutual security programs operate, 
and under which they must operate if they are to serve their objectives properly 
and efficiently. We believe this fact to be demonstrable beyond question, just 
as We are confident that a provision of this sort, far from encouraging prudence 
and sound management practices, is an incentive for hasty, unwise, and costly 
obligations. Since the reasons for this conclusion differ somewhat in the case of 
the MDAP and non-MDAP programs, we shall deal with each of them separately. 

In the case of the non-MDAP programs, several considerations are involved. 
In the first place most of these programs operate under the time squeeze of 
yearly authorizations and appropriations. Since full authority from Congress 
is not obtained until midsummer or early fall and since firm programs cannot be 
worked out with other countries until after such full authority is obtained, 
even the most diligent efforts can scarcely produce firm and refined programs 
until substantially half the fiscal year has elapsed. Furthermore, because of 
the fact that negotiations with foreign countries are involved and that procure- 
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ment must be based on specifications worked out between different countries, 
and be acceptable to bidders in the United States as well as in other countries, 
heavy obligations toward the end of a fiscal year are not only normal but, in 
many instances, essential if the programs are to go forward with care and 
economy. As we said above, we think it is a mistake to include a_ provision 
of this kind which appears to disregard these circumstances, which places a 
premium on hasty and costly obligations, and which forces, without any reference 
to programing and procurement facts of life, the obligation of funds within 
a time cycle that is even more telescoped and limited than the short period 
which would be available without such a limitation. In the past year, the muci: 
more liberal comparable provision of the fiseal-year 1955 act has in fact interfered 
with the orderly process of working out and implementing program arrangements 
with cooperating countries during the programing period available and made 
it more difficult to protect against the obligation of funds before program details 
were worked out as firmly as desired. We do not think such a situation should 
be permitted to continue or, worse still, be aggravated by an even more restrictive 
requirement of the character contained in the House bill. 
In the case of the MDAP program, the problem is considerably different. 

First, the procedures for handling military assistance funds which are 
authorized under section 110 of the Mutual Security Appropriation Act, 
1955, if they are perfected by the adoption of the several proposals herein 
above urged and discussed (see B and C above), would wholly eliminate 
the possibility that there could be any real problem of June buying. MDAP 
funds, because they would be no-year funds, would no longer lapse at the 
end of the fiscal year even if they were still unobligated or unreserved. Con 
sequently, there would be no reason, except good business considerations, to 
obligate or reserve funds in May or June rather than in some other month. 
The danger of hasty obligations or reservations to “save” funds would not 
exist. 

Second, even in the absence of no-year fund availability, the particular 
provision has little application to MDAD for the following reasons: 

1. In the case of so-called common items, which account for the bulk 
of all funds used in MDAP the process of obligation has no relation to 
procurement at all but, on the contrary, takes place upon the actual 
delivery of a physical item by the servicres to the MDAP program. 
Ordinarily this process of obligation will occur simultaneously with 
the process of expenditure. 

2. In the case of funds which are not to be obligated for common 
items, the objections are similar to those in the case of non-MDAP 
programs—encouragement of hasty, costly, unwise contracting. 

3. The inclusion of “reservations” as part of the measure is incon- 
sistent with the intent of section 110 of the Mutual Security Appro- 
propriation Act, 1955. Reservations for common items, like obligations 
for common items, have no direct relationship to actual procurement, 
and their limitation by an arbitrary ceiling in May, June or any other 
month, or in any combination of months, has nothing to do with June 
buying. 

Moreover, in the case of MDAP, the provision would have the following par- 
ticularly undesirable secondary effects: 

First, because obligations for common items are virtually synonymous 
with deliveries, the provision would operate as a ceiling on deliveries of 
military end items in May and June. Such a delivery ceiling could, in 
an emergency situation, such as that of a year ago in Indochina, constitute 
a serious barrier to the flow of military equipment in a volume vitally neces 
sary to our national security. 

Second, because the provision applies to reservations and since reserva- 
tions relate to programing and planning rather than to actual procure- 
ment as such, it surrounds the programing and planning process with time 
limitations that are likely to prevent the exercise of the degree of care 
and thoroughness with which that process should be carried out. 

Third, because the ceiling applies to both reservations and obligations it 
sets a standard which, in the case of common items, involves double count- 
ing and would appear almost impossible to administer. This standard seems 
to overlook the fact that when a common item is involved, every dollar is, 
first, reserved, and then, in addition, when delivery occurs, obligated. To 
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limit both of these activities—both ends of a transaction with respect to 
the same item—by a single standard certainly appears unreasonable. 

I verv much hope that your committee can give full consideration to the points 
which I have made above and that it will, as a result, restore each of the re- 
ductions made by the House of Representatives and take those other actions with 
respect to appropriations language which I have emphasized. 

HAROLD E. STASSEN, 
Special Assistant to the President. 


JuLY 15, 1955. 


MEMORANDUM To SUPPLEMENT Part II—A OF THE LETTER FROM GOVERNOR STASSEN 
TO SENATOR HAYDEN OF JULY 13, 1955 


This memorandum is by way of a supplemental memorandum to that portion 
of Governor Stassen’s letter to Senator Hayden of July 13 which deals (on pps. 
23 through 26) with the authority contained in the Mutual Security Appropria- 
tions Act of 1955 to deobligate and reobligate obligated but unexpended balances, 
which authority has been removed in H. R. 7224. In his letter, Governor Stassen 
indicated the serious consequences to flexible and intelligent administration of 
the Mutual Security Act that the removal of this authority in H. R. 7224 would 
create. This memorandum outlines another serious consequence of the removal 
of this authority to the effective carrying out of the mutual security program. 

Under section 402 of the Mutual Security Act, not less than $350 million of 
the funds made available for fiscal year 1955 (and an additional $300 million for 
fiscal year 1956) must be used to finance the export and sale of foreign currencies 
for surplus agricultural commodities. Additionally, the Foreign Operations Ad- 
ministration has, as part of its program during fiscal year 1955, undertaken to 
sell a substantial quantity of coal. 

Experience has shown that in implementing this congressional mandate it has 
been possible to sell surplus agricultural commodities and coal to certain Euro- 
pean countries, where such commodities are normally imported, and the local 
currencies derived from the sale of such commodities can in turn be used to pur- 
chase other commodities, equipment or material, which in turn are sent to the 
more underdeveloped areas of the world in the form of mutual-security assistance. 
This agency calls these transactions triangular transactions and they have be- 
come an important mechanism for fulfilling the twofold purpose of disposing of 
commodities that are in surplus in the United States and fulfilling the objectives 
of the mutual-security program. 

For example, it might have been feasible in fiscal year 1955 to sell coal for 
surplus agricultural commodities to Denmark. The sales proceeds in kroner 
could then have been used to purchase certain commodities which form part of 
the programed assistance for Iran. In the first instance, the “Defense support, 
Europe” account for fiscal year 1955 would be charged with the cost of the coal. 
Jecause, however, of the difficulties of negotiating with Denmark for the sale 
of the coal or surplus agricultural commodities and the inevitable delays in 
determining what Denmark can produce that would profitably fit into the assist- 
ance program for Iran, it might not be that the Danish commodities could actually 
be contracted for or sent to Iran until fiscal year 1956. In that event, the fiscal 
year 1956 appropriation account would be charged with the dollar value of the 
commodities and the “Defense support, Europe” fiscal year 1955 account credited 
with this dollar value, thus restoring that account to its former position. If 
there is no authority to carry forward the obligated but unexpended balances 
of the fiscal vear 1955 defense support, Europe account into fiscal year 1956 and 
then to deobligate and reobligate the dollar credit for the fiscal year 1956 
defense support, Europe program, the dollar credit would revert to the Treasury 
and the total dollar level for fiscal year 1955 program would be reduced by that 
amount. 

If it becomes impossible to carry forward such a dollar credit because of lack 
of authority to do so in the appropriation bill currently before your committee, 
the International Cooperation Administration will be seriously hampered in its 
efforts to dispose of surplus commodities as required by legislation. This situa- 
tion, of course, would be obviated if it were possible to sell the surplus com- 
modities to Denmark and to purchase the assistance commodities for Iran in 
the same fiscal year. Experience has shown, however, that such a complicated 
transaction is extremely difficult to consummate in the course of a single fiscal 
year. 
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LOSSES UNDER SECTION 1311 


Chairman Haypen. Do you want to continue with your general 
statement ? 

Senator ELtenper. I had a question, Mr. Chairman. I would like 
to clarify at this time this $500 million item that was mentioned 
yesterday. 

As I stated, and as I read from a letter from Mr. Hensel, this 
$1,400 million was an estimate that was made on the assumption that 
$500 million would be lost. Now, I read from the record at page 
53 before the House. This is quoting Mr. Hensel: 

I see you looking at that chart, Mr. Chairman. That is not the way the $14 
billion was worked out at the start. That is an effort to demonstrate to you that 
we have needs far exceeding the $1.4 billion, and therefore to demonstrate that 
the executive judgment was a most conservative one, as I will explain later. 

This year we have just been through and part of what we are coming to is, 
I believe, a year of soulful reexamination and search, for which year we have 
reduced our request to What we regard as the conservative minimum. 


Now listen to this: 


I might say also that we had to make a number of estimates. One of the 
estimates was that $500 million of fiscal year 1954 carry forward would be lost 
under that new definition of obligations and reservations in section 1311. The 
Bureau of the Budget approved our $1.4 billion on the basis that that would be 
the actual loss. I do not think now that it will be the actual loss. 

I do not want to use the figure, but I think probably the loss will be several 
hundred million dollars less. Therefore, I feel we are committed, not from the 
authorization side, which I would not iike to change, but from the standpoint 
of new money, to reduce this judgment figure of $1.4 billion by that amount, and 
before we finish this hearing I hope to tell you what the exact figure is. 


ANTICIPATED LOSS 


Now, as I understand, when the $1.4 billion estimate was presented 
to the Bureau of the Budget, an expected loss of $500 million was an- 
ticipated. If the loss did aggregate $500 million, then that $500 mil- 
lion, according to Mr. Hensel, was to be deducted from the $1.4 billion. 
Am | correct in that ¢ 

Mr. Strassen. If it did not occur, if the loss did not occur? 

Senator ELtenper. Yes, if it did not occur. 

Mr. Strassen. That is right. 

Senator ELLeNper. In other words, if there was no loss at all? 

Mr. Strassen. Then we would come down to $900 million, that is 
right. 

ACTUAL LOSS UNDER SECTION 1311 


Senator ELLenper. But your actual loss instead of being $500 mil- 
lion, was really $272 million ? 

Mr. Strassen. That is right. 

Senator ELLENDER. So that this amount of two hundred and—— 

Mr. Strassen. It was $225 million. 

Senator ELLENDER. Now yesterday I thought we had agreed that the 
difference between the figures you showed us was $275 million. 

Mr. Strassen. It is a $225 million loss, so it leaves a $275 million 
credit. 

Senator ELLenver. That was to be deducted from the $1.4 billion? 

Mr. Strassen. That is right. 
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Senator ELLENpER. So that the amount of $1.4 billion would be 
reduced by the sum of $275 million ? 

Mr. Strassen. And it makes it $1,125 million, and Mr. Chairman 
and Senator, if you will now refer to the summary book that is before 
you, this green covered book, on section 1, page 8, you see on the 
Jefthand column, “Chapter 1. Military assistance, $1,125,000,000.” We 
have made the deduction. 


EXCERPT FROM PRESIDENT’S MESSAGE 


I might say that this not only refers to Mr. Hensel’s testimony but 
ac tually i in the President’s message to the Congress on April 20, 1955, 
you will find this sentence on page 4 of that message : 


Included in this amount is $500 million to cover expected losses to present mili- 
tary assistance programs by operation of the Supplemental Appropriation Act 
of 1955. 

Then on June 21, right near the end of the fiscal year, we found that 
the actual loss, instead of being $500 million, was $225 million. and we 
then reducted the request from $1.4 billion to $1,125 million, and that 
is the request that is before the committee at this time. 


HOUSE REDUCTION OF $420 MILLION 


Senator ELLENDER. Now, this $420 million that the House deducted 
according to the letter that we had in the record 

Mr. Strassen. That is a different item and a separate item. 

Senator ELLenper. It has nothing to do with this $1.4 billion? 

Mr. Strassen. No. They took it out of the appropriation, but it is 
not a part of the same transaction. 

Senator ELLeNpER. It is not the total amount ? 

Mr. Srassen. That is right. 


BREAKDOWN OF PIPELINE ITEMS AND 1956 ESTIMATE BY COUNTRY 


Senator ELLENvER. Now, Governor, as I asked yesterday, I wish you 
would give us a breakdown of what is in the pipeline, as to what 
countries are to get what. I hope that before these hearings are over 
that we will have that information before the committee. I notice in 
the House hearings that a breakdown was asked of how the $1 billion 
plus that we are now talking about was going to be alloc ated. 1 pre- 
sume that that will be presented to the committee, Mr. Chairman. 

Chi rman Haypen. Can you do that ? 

Mr. Srassen. The military can give you a great amount of informa- 
tion, but as I indicated yesterday, “when you consider that in this total 
fund of approximately $614 billion carryover, and $1,125 million of 
new authorization, there are hardware and training items for some 40 
countries including over 180 divisions and over 250 air squadrons, 
and over 500 naval ships, it is almost a physically impossible thing 
and could only be done by taking a lot of the top officers, that is, the 
most active and informed officers, and do a tremendous job of assem- 
bling. Then, the week after it would be done, something would happen 
somewhere in the world and it would have to be revised again, because 
maybe some divisions changed from infantry to armored, or some 
other place you reduce a squadron or somewhere else you add a squad- 
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ron, so that this is such a tremendous worldwide matter, as I tried 
to indicate yesterday, my conviction is that the Department of Defense 
and its officers are really doing a brilliant job of getting this strength 
up. They cannot give you the kind of a detailed 1 up-to- -date informa- 
tion at any one point. 


PROGRAM CHANGES 


Senator ELLenpErR. Well, Mr. Chairman, it strikes me that this 
committee ought to be apprised of the number of these programs that 
were changed from time to time and because of changing conditions or 
for other reasons. It strikes me that we ought to be in a position to 
show that contrary to what Secretary Dulles said yesterday, there is 
no direct obligation to any particular country for any of these goods. 

Mr. Strassen. What we can show you, Senator 

Senator ELLENpDER. Just a moment. I think this, that since it is 
in the hands of the military to take this amount of $1,125 million and 
do what it pleases with it, and also with what is in the pipeline, | 
cannot see where there is an obligation upon us to hold these funds as 
“sacred cows,” so to speak, and where any country could have any 
cause to say anything about it. It is left in the hands of the military 
to change the disposition of them almost at will. That power obtains, 
I am told, because of changing conditions. 

Mr. Srassen. Senator, and Mr. Chairman, the military will have, 
and I think your staff now has, what is called the secret mutual de- 
fense assistance program, congressional presentation data book, for 
fiscal year 1956. Here you will see, Senator, and this is the kind of 
table; they have brought it down as of the 31st of January 1955. They 


show what has been acc omplished, how many tanks, and how many 
light ones, and medium and combat and carriage, and artillery, and 
how many are to be accomplished and delivered. 


DESTINATION OF PROGRAM ITEMS 


Senator ELLeNper. But they do not say where that is to go. What 
I would like to find out is where is it to go, in the hope that we can 
arrive at a figure less than what you are asking for. I think such a 
reduction could be justified on the basis that those to whom we are 
now giving and furnishing much of this hardware are well able to 

take care of themselves. That is what I want to try and develop, and 
I think that I am entitled to present that to the committee. 

Mr. Srassen. Senator, that is the point at which you are trying to 
do what cannot be done in the sense that the security of the ‘United 
States requires that these amounts be scheduled for these countries in 
our interest. 

Senator Extenper. We want this in executive session, and I hope 
you will have as much faith in us as in the Generals or anybody else. 
I think we are entitled to know this. 

Mr. Strassen. Let me finish. This same book that I referred to, 
this secret book, now has country pages. So if you will look at this— 
I showed you the overall page, and now if you will look at Spain. 
You will see here how many personnel are planned in that Air Force, 
and how many divisions, and how many squadrons, and so on. Then 
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you turn the pages, and. under Spain you will find here on page 73 the 
most detailed information. 

( Discussion off the record.) 

Mr. Strassen. The Department of Defense has brought this all up 
to date as of January 31, 1955, for this presentation. You can look 
into any country, and you can see what it is that it is planned to 
deliver, and how much has been delivered, and what armed forces 
they are destined for. 


EFFECT OF CHANGED CONDITIONS 


Senator ELLenper. Does that indicate any changes because of 
changed conditions, any reductions, or any transfer from one country 
to another ¢ 

Mr. Strassen. That indicates that up to date as of January 31, 1955, 
that is the situation worldwide. Whenever something comes up that 
requires a change, then these master records in the Department of 
Defense are changed. It is a constantly changing picture. 

Senator ELtenper. That is what I want to look into. 

Mr. Strassen. You could go 

Senator ELLENpER. We are entitled to know these facts; we must 
find out where this equipment and money goes. I think that if that 
information were furnished, it would show that there is not any 
solemn agreement to do thus and so, as was indicated by Mr. Dulles 
yesterday. 

SPANISH AGREEMENT 


Mr. Strassen. There is, Senator. Tor instance, in the case of Spain 
we made an agreement with Spain a little over 2 years ago that if they 
would provide the land for major airfields for U nited States planes 
and the facilities for some ports for our Navy and for pipelines from 
the ports to the field, we would help them equip, up to a certain cost, 
their armed forces. This book now will show you exactly what armed 
equipment is scheduled to go into Spain and how much it will cost. 

Senator ELLENpDER. Does it show the same data for other countries 
of Western Europe? 

Mr. Srassen. Yes; every country in the world. 

Senator ELLENper. Every country in the world is shown in this 
book ? 

Mr. Strassen. Yes; and that book is here in the hands of your staff, 
but it is a secret book. 

Senator ELLenper. And you say that it does not indicate the shift 
from one country to another that may have occurred previously # 

Mr. Strassen. No; it is brought up to date all of the time. 

Chairman Haypen. Well, you could compare Spain a year ago, and 
Spain this year, and see if there were shifts, and you could compare 
(Greece a year ago, and Greece now, and see if there was a shift. 

Mr. Srassen. Yes; but to do that worldwide is a tremendous task, 
and this is a moving program, but you can take any place and look 
in and pin it down ‘and test the system. But I was urging that the 
committee should not now say to Defense that they should prepare 
another report on some new date or some new circumstance, because 
the preparation of a report like this is a real monumental task in the 
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Department of Defense, and it takes the same oflicers who have to 
keep the program moving for our security around the world. 

I think that you will find that there is an amazing accumul: ition of 
information here,and and an analysis and columns of presentations of 
this basic fact that you want. 


BREAKDOWN OF APPROPRIATION REQUEST 


Senator ELtenper. When this $1.4 billion item which has been 
reduced, as you say, to $1,125 million is collected, this committte 
should be furnished with a breakdown of how that money is to be 
expended and what countries will receive it. 

Mr. Strassen. That adds to the six and a half to provide the total 
resources out of which you try to establish the military security of 
United States. 

Senator EL.Lenper. But the amount of $61% billion that you now 
have in the pipeline for hardware, you will add to that whatever new 
money you get from Congress ¢ 

Mr. Svassen. That is right. 

Senator ELLteENpER. Now, what I would like to find out is whether 
or not we can get a breakdown of how that money is going to be spent. 

In other words, what are the bases for your allocating or requesting 
it? Reading Mr. Hensel’s testimony, it seems to me that. the whole 
amount was just grabbed from the air, and we need so much, and 
we will put some contingencies here and there. 

Senator Tye. Will the gentleman yield at that point just in order 
that I may get a sort of mental picture of what may have occured 
or what may occur in the future? 


SITUATION IN VIETNAM 


When the situation became extremely tense in northern Vietnam, 
you then had to draw from commitme nts to certain countries under 
your program in order to concentrate certain military strength in that 
area under a program of trying to help out the French in Vietnam. 
Therefore your picture of the overall allocation was somewhat 
changed so that you might show a deficit in certain areas, as you 
drew hurriedly to firm up what seemed to be a troubled area there. 

Senator ELLENpER. That was not the case by any means because we 
ended up by paying 80 percent of the cost of the war in southeast 
Asia, and the amount that we had appropriated for that purpose, as 
Governor Stassen stated yesterday, was used for more or less 
rehabilitation. 

Mr. Strassen. After the war stopped. Let me make this point. 1 
think, Senator Ellender, in your questions, there is a sort of reflection 
of a feeling or a concern on your part that maybe there are just some 
lump sums pulled out of the air, and there is really no concreie 
approach. 


REPORTS TO NATIONAL SECURITY COUNCIL 


Let me assure you that the military, right under the Joint Chiefs, 
do a complete, constant analysis of the strategic situation, the tactical 
requirements, and then the hardware forces. Here is a document 
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that L cannot leave with the committee but I think it is important 
that L refer to it. Here isa classified document, presented by the Joint 
Chiefs of Staff to the President and the National Security Council 
on April 21,1955. It is prepared by the Plans and Program Division 
of the Office of the Deputy Chief of Staff for Logistics of the Depart- 
ment of the Army. This is gone through by the President and the 
Security Council, and they say why they are going to step up a couple 
of divisions someplace in the world and why they are going to trim 
down a couple somewhere else, and why they are going to change 
certain een somewhere. This kind of report is made period- 
ically to the National Security Council and the President, and from 
the decisions on this, they grind into this machinery of the whole 
worldwide military position the revisions in the kind of data that 
you have in these books, of how many tanks go here, and how many 
cuns go there. 


CHANGES IN COMMITMENTS BY MILITARY 


Senator KLLeNDER. There is no firm commitment to any country 
because your allocations can be changed at the will of our military 
men. 

Mr. Srassen. There is the commitment on which they move and 
which you readjust by negotiation to carry out the objective. 

Senator, the basic point is that after the most thorough review by 
the Joint Chiefs of Staff, and the President and the Security Council, 
it is the conclusion that $7,625 million in round numbers is needed as 
a resource behind the forward movement of this program. Six and 


a half billion dollars of it is available as carryover, and $1,125 million 
should be added in new appropriations. 


CONFIDENCE IN MILITARY LEADERSHIP 


One of the elements of the situation that is so much needed is some 
confidence in your military leadership of this country and their carry- 
ing out of the program. You just mentioned General O’Daniel. 
Here was a situation where they said to General O’Daniel, “From 
everything we know of your experience, you can brace up and train 
this South Vietnam army better than any officer we can think of, 
but you have a rank that would not fit that kind of a job and would 
vive all kinds of problems in relation to the other commands and to 
the French, and everything else.” 

Iron Mike said, “Clip a star off my shoulder, and I can go out and 
serve my country out in the jungles of Vietnam, training these people 
to become soldiers.” 

That is the kind of service you get in this program. 

Senator ELLENpeR. It isa pity we do not have more like that. 

Mr. Strassen. We have a lot of them. 

Senator ELLENpER. Not too many of them. 

Mr. SrassENn. I have seen these officers around the world. 

Now, the other thing that I wanted to emphasize is that these mat- 
ters are not handled with the back of your hand. They come through 
the Joint Chiefs to the President in periodic reports. When the 
President says to the Congress that to carry on this program in the 
security interests of the United States, he feels that there should be this 
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modest amount of added appropriations, $1.4 billion, which is now 
trimmed back, as he said it would be, to $1,125 million, I think it is 
very important that the Congress back it up and appropriate the funds. 

Senator Tuyr. Mr. Chairman, if I might interrupt just at that 
point, in order that I firm up my own belief in this question. 

You may at some time have to momentarily, or we will say for a 
period of a few months, stop the general mobilization of the program 
in Spain if you have a tension somewhere else, let us say in the Vietnam 
area. I was there in 1953 and I know what was apt to happen in the 
northern sector, and it did happen. 

But in order to firm up the southern sector, you may have to mo- 
mentarily draw on what is committed to some other area, or Spain, 
just as we did have to borrow on from Western Europe in order to 
prosecute the Korean war, and therefore there has to be certain laxity 
or elastic conditions in there. 


SHIFTING TACTICAL POSITIONING OF MATERIEL 


Mr. Srassen. The other thing that happens is that when you get in- 
creased trouble someplace, it means that pressures are eased off some- 
where else, since the opposition only has a certain amount of equipment 
and so forth. If they turn on more pressure somewhere, it means that 
they have to ease up somewhere else, so you shift your own tactical 
ays, of your materiel. 

Senator Tuye. But if you are financially too short, then you have 
a deficit which does not permit you to move. 

Mr. Strassen. That is right. 

Senator Tuyr. That is what I fear in the reduction in the overall, 
as I saw in the House appropriations. 

Mr. Strassen. That is right, they have cut down too deep. The 
President has been trying to have a very conservative approach, and 
as I indicated in the tables yesterday, the total carryovers are being 
trimmed down, and the new requests are being reduced. We want to 

carry out the United States objectives with the minimum appropria- 

tions and the minimum carryover possible. But if you trim too low 
you start to sacrifice security and you start to waste money rather 
than save money. 


ASSISTANCE FROM SOUTHEAST ASIA COUNTRIES 


Senator Ettenper. I would like to ask you a few questions similar 
to those that I asked of Secretary Dulles yesterday. To you own 
knowledge, what effort has been made to obtain assistance from other 

countries in meeting the situations in southeast Asia ? 

Mr. Strassen. That is just what I was going to come to, and I will 
come to it in the places where it has been done if I may, as I go along. 

Senator ELienper. All ets before you do that, let me ask you 
this: You were called last vear, or the year before, and I think it was 
last year, and you suggested an economic assistance program for Asia. 
Of course, you remember that there was quite a bit of criticism from 
Congress, and even from members in the Cabinet as to a Marshall aid- 
type program for Asia. Will you tell us in a few words, if you will, 
how the program of assistance that we are now providing for southeast 
Asia differs from the one you proposed ? 
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Mr. Strassen. I will do that, too, as I go through this. Those are 
the two things I was going to come to. 

Mr. Chairman, if Im: vy continue my presentation, in this summary 
book, on page 8, you see the total request is now before you from the 
President. There is a slight reconciliation on the top right-hand 
figure, and it reads $3,270 million. There is a small carryover in the 
Palestine refugee item of $3,700,000, so that $3,270 million will recon- 
cile with your ‘committee doe ‘ument at $3,266,641,750. 

In your committee document, you will find that on page 20, the third 
column. 

In other words, it is this column where the first figure lists $1214 
million, and you read on down and you come down here to total mutual 
security appropriations, $3,266,641,750. The reconciliation between 
that and your detailed summary book, the green book here on page 8, 
on these two sheets, pages 8 and 9, you find the complete summary of 
what it is the President is requesting of this committee, having in 
mind that one reconciliation, deducting the $3,700,000 to get the $3,266 
million which we are requesting. 


MILITARY HARDWARE AND TRAINING 


On the left-hand column of the top you find the $1,125 million for 
the military hardware that we have been discussing, and that is the 
figure, as you know. It is a familiar item, military hardware and 
training, and similar military items. 


DIRECT FORCES SUPPORT 


The next column is the $317,200,000. That is the military con- 
sumable items used by the Armed Forces that we are supporting. 
That is the so-called direct-forces support, which is described and 
specified as a category in the authorizing legislation. 

Senator ELLENDER. Such as clothing and food ? 

Mr. Srassen. That is right, or POL, most of it is POL. 

Senator ELLENpER. How does that differ from economic aid? 


ECONOMIC DEFENSE SUPPORT 


Mr. Strassen. Economic defense support is the next column. That 
is the $1,000.83 million. The defense support is where you have a goal 
determined by the Joint Chiefs of Staff to be necessary; we will say 
Korea, as an example. They say 20 divisions and certain squadrons 
are necessary, and you know that the Korean economy cannot support 
it. So you have to go into Korea and help the general budget of the 
country in order to keep those 20 divisions in the field. The $1 billion 
in other words does not represent POL for the Armed Forces but 
it represents the backup of the economy as a whole of the country, 
so that it can have the desired defense force. 


KOREAN ASSISTANCE OF OTHER U. N. COUNTRIES 
Senator ELLenpeR. You mentioned Korea. How much is being 


furnished to Korea by other countries belonging to the United Nations 
other than us? 
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Mr. Strassen. The amounts are small. But through the United 
Nations Korean Rehabilitation Administration there is some. 

Senator ELLeENpeR. We are really carrying the load. 

Mr. Strassen. We carry about 90 pe reent of it. 

Senator ELLenper. The rest of it is carried by a little contribution 
they get from the United Nations? 

Mr. Srassen. From Canada and the United Kingdom. 

Senator ELLeNper. But through the United Nations; is it not? 

Mr. Srassen. Through the United Nations; yes, sir. 

Senator ELLeENperR. And we contribute most of that through the 
United Nations? 

Mr. Srassen. That is right. 

Senator E,Lenper. So that our contribution is about 90 percent 
direct, and I would say half of the 10 percent indirectly, so that we 
end up by furnishing about 95 percent of the load in Korea; is that 
about right ? 

Mr. Strassen. Putting it all together, it would be about 90 percent, 
taking everything into consideration. 

Senator ELtenper. Have you figured on that? 

Mr. Srassen. Figuring on what we put into the United Nations. 

Now the title 1 total in the 4th column which picks up as you see, 
the year iy assistance, the direct. forces support, and the defense sup- 
port, 5 $2.442.500,000. So that of the total request, this amount has 
primar ie a United States security and defense consideration behind it. 
That is ina very direct sense. 


DEVELOPMENT ASSISTANCE 


The next column is “Development assistance,” $182 million. This 
is the assistance in countries where we do not have a force goal and 
we do not have a military agreement. 

Senator ELLenper. What countries would be recipients of that ? 

Mr. Srassen. It shows down the line, but I will run down through 
them ina minute. 

The next column shows the technical cooperation. This is the point 
4, as you are familiar with that, $172 million. 

The next column shows the other programs, and they will be detailed 
down the line, $473 million. 

Now, as you go down that column, you see the countries on the left, 
and then it will show which programs are moving except that the 
breakdown of the $1,125 million is on the one hand, secret, and on the 
other hand, lumped in with the carryover money, so we do not break- 
down by countries in this book, the $1,125 million. 

Take Spain asanexample. Spain is in this ree ommended program, 
as you see, under the column of “Defense support,” $28 million. That 
means that during this next year we estimate that we must put certain 
commodities, and we must give them a chance to buy certain machinery 
and things that they could not otherwise buy in order to strengthen 
their economy so that they can keep these armed forces in the field 
that they now have and so that they get more on their own feet for 
future defense purposes. 
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HOUSE ACTION ON SPANISH PROGRAM 


Senator Roperrson. May | ask a question there’ Did the House 
make any cut in the items for Spain ‘ 

Mr. Strassen. No, the House at one point added % $2v million to the 
authorizing bill, to bri ing total aid to Spain up to $ 350 million. But in 
the conference between the two Houses on the authorization they did 
not make a mandatory increase but they put in their report that they 
felt we ought to do more for Spain rather than just $28 million. 

I should mention that the President’s estimate which was submitted, 
I believe, before conference agreement was reached on the authoriza- 
tion legislation, did not include the additional $22 million. 


PHILIPPINE PROGRAM 


Senator Kingorre. Could I ask a question on that, please / 

I note you have $22 million total of defense items there, and $6.5 
million for technical cooperation, is that correct? Has any of that 
been earmarked for the program that President Magsaysay requested ¢ 
That is, the rural-rehabilitation program he is trying to put over? 
Is any part of that $6.5 million earmarked for that 

Mr. Strassen. Yes, the whole program will be carried out in accord- 
ance with President Magsaysay’s wishes, and we will not go on any 
programs of any one other than the president’s leadership. 

Senator Kingore. You are not going to try to tell him what techni- 
cal cooperation he has to have? We are going to let him designate 
what he wants done / 

Mr. Strassen. There was a question of someone else in the Philip- 
pines having ideas different from President Magsaysay’s, but we 
have made it very clear that there cannot be any end runs or anything 
of that kind, and we will work with President Magsaysay. 

Senator Kincore. That brings up a point. I am just wondering, 
it has been reported to me by some of them that he has a definite 
program there in certain provinces to straighten out the farmers, 
and is that his program ¢ 

Mr. Strassen. That is somewhat different. 

Senator Kitcorr. What is the difference? It was reported to me 
that his program was different from Yan’s program. 

Mr. Srassen. We are taking President Magsaysay’s werd as to 
what his program is, and not anyone elses secondh: and word as to what 
his program is. Weare being very careful about that. 

Senator Kiicorr. He promised certain land reforms, and I think 
that the best way to fight communism is to get people on their own 
little bit of land. 

Mr. Srassen. President Magsaysay has proved that, and he has 
largely cleaned out the Huks, and he has had tremendous support in 
the country, and we feel that it is clearly the thing to do. 

Senator Kingore. I just want to make sure we are going along with 
his program. 

Mr. STAssEN,. We are. 

Senator Dirksen. May I intrude with a word here, because I think 
this is an appropriate place. 

I talked to President Magsaysay about that very matter over in 
Manila and I think it points up the way for the caution that we have 
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to exercise. Filipinos are naturally politicians, and there is a little 
war on Magsaysay now, and if we do not stand in his corner and make 
sure that he is reelected over there, we would not have very much 
to tie to. 

Now, he has cleaned up the Huks, and he has an engineering outfit, 
a Chicago outfit, where they were issuing 3,000 land titles a year to 
people for little holdings, and they — now accelerated that program 
and they are issuing 60,000 titles a yea But I know this chap came 
over here who tried to promote a $40 mititon deal, and for us I think 
it would be very dangerous indeed because he did come up and see 
some of the Senators. 

Frankly, I took the liberty of saying to the President of the United 
States, I hope that nobody will deal with anybody excepting Magsay- 
say, because that is the easiest way to cut the ground out from under 
him, and if we lost him then we are going to have an unstable situa- 
tion in the Philippines all over again. 

Senator Kincorr. That is why I wanted to clarify it. I agree with 
you that the present administration of the Philippines is what we have 
to back up. and we have to back up the present President. I think he 
has the right kind of idea for straightening out the troubles over there. 

Senator Dirxsen. Their land-reform program is a good one. 

Senator Kircore. You are going to cut the ground out from under 
their feet when you get these tenant farmers. 

Mr. Stassen. As you know, under our program, the Foreign Oper al- 
tions program of the United States, we brought in the Hamilton Co., 
Cornell University, Michigan University. They are working in an 
excellent way there in developing these things. 

Now, the next country you will notice there—— 


LAND REFORM IN PHILIPPINES 


Senator Youne. Before you leave that, what are they doing by way 
of land reform in the Philippines ? 

Mr. Srassen. One of the big things was to get the land patents 
straightened out. There was a ‘lot of confusion and delay so that the 
people could not get a piece of land surveyed and get title to it. That 
program is moving ahead. Otherwise, the vacant lands are being 
divided up, and patented to the Philippine farmers and jungle pushed 
back, irrigation brought in, and so forth. 

Senator Young. Ido not suppose anything is being done about these 
tremendously big agricultural holdings over - there. 

Mr. Strassen. There has been some action on that. 

Senator Younc. When I was over there, only about 3 years ago, the 
Huks were doing the best, right in that rich aseleuiiedal area, all 
because the land was owned by a few individuals. 

Mr. Strassen. Magsaysay has made some headway on that. 

Senator Dirksen. As a matter of fact, he has made real headway. 

Senator Hottanp. May I ask a question there, Governor? This 
stepped- up program of grant of small acreage to poor farmers, stepped 
up, as you say, to 60, 0002 year, is that out of large holdings or is that 
out of public holdings? 

Mr. Srassen. It is more out of public and unused lands that are 
being opened up. 
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Senator Ho.ianp. Do you have any breakdown as between the two? 

Mr. Strassen. We may have it, and if we do, we will furnish it to 
you. 

* Senator Kitcore. It is a fact that the Philippine Government did 
actually buy a great quantity of privately owned land and paid for it 
themselves, as a program. 

Mr. Srassen. Some of it had never been farmed in recent years, 
and some of it went away back to the old Spanish estates, and it was 
public land for a long time. Some of it was recently purchased by the 
Government in order to get the farmers on the land. 

Senator Honan. This majority of the 60,000 cases coming out of 
the public lands comes in part at least from that particular part of the 
public land that has been acquired from the large landowners; is that 
correct ¢ 

Mr. Srassen. That is right. 

Senator Hotnanp. Will you furnish for the record the breakdown? 

Mr. Srassen. We will furnish a statement on that whole program 
in the Philippines, because it is an important program. 

(The information appears on p. 288. ) 


PROGRAM IN YUGOSLAVIA 


For Yugoslavia we are requesting $4 million for the consumable 
items for the Yugoslavian Armed Forces and $36.5 million for the 
defense support, or a total of $40.5 million. 

As you know, there are very complex politics al problems involved 
in our relations with this country. The President and the Secretary 
of State and the administration evaluated these to mean that at this 
time, when the Soviet Communists are making such an extreme at- 
tempt to pull Yugoslavia back under their thumb, the indications are 
that Yugoslavia, while making policy statement with which we in 
a number of instances very much disagree, has, nevertheless, main- 
tained its independence and its sovereignty and it is not under the 
thumb of the Kremlin. Under those circumstances, and having in 
mind the strategic mountains that they are defending in that par- 
ticular area, we feel that as of now it continues to be in the United 
States interest to do a moderate amount of backing of Yugoslavia. 
We also feel that here will be repercussions in Hungary, Rumania, 
Czechoslovakia, Poland, and even in the Ukraine, that flow from this 
attempt of the Kremlin masters to woo Tito, who they had earlier 
condemned as the arch deviationist ; and this is a place where nobody’s 
crystal ball will tell you what is going to happen, but we feel it would 
be a mistake at this moment for the United States to do other than 
in a moderate way and with circumspection move forward in the 
Yugoslavia program. 


COMPARISON OF 1955 AND 1956 YUGOSLAV PROGRAMS 


Senator Hornanp. Would you permit a question? How does this 
program of $4014 million for Yugoslavia, which you have laid out for 
1956, fiscal 1956, compare with the fiscal 1955 program ? 

Mr. Srassen. It is approximately the same on the direct program 
but it is lower in the total because, in 1955, we added on some wheat, 
and they had a crop failure, and we shipped some extra wheat to them. 
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Senator Hottanp. What is the total of your 1955 program under 
the same two heads? 

Mr. Strassen. In the same 2 heads in 1955 it was $43,070,000. 

Senator Ho_tanp. For the two? 

Mr. Strassen. That is right. 

Senator Hotianp. And how is it divided ¢ 

Mr. Srassen. It is divided between $33 million on the defense sup- 
port and $9 million on direct forces support, and in 1954 it was $61 
million. Weare tapering down a bit, but it is fairly close to the same 
level. 

REVIEW OF PROGRAM FOR YUGOSLAVIA 


Senator ELLenper. When this budget for Yugoslavia was made, 
Governor, the Russians had not made their overtures to Tito. Now, 
since that time, has there been any effort in the Department to reduce 
this or review it in the light of Yugoslavia’s attitude toward Russia? 

Mr. Srassen. It has been reviewed and consideration has been given 
to the various alternatives—to increase, stay the same, decrease, and 
cut it out entirely; and of those various alternatives it has been de- 
cided that it is wisest United States policy to keep it just where it is- 
that is, at this stage, and not increase it and not to cut it out. 


SURPLUS PRODUCTS SCHEDULED FOR BERLIN 


Now, the joint control area next is Berlin. Germany, as you know, 
has made a tremendous recovery, but it is the administration’s view 
that it is wise to keep a certain modest participation in the peculiar 


and exceptional outpost of liberty known as Berlin. So $21 million, 
most of which will be in agricultural surplus products, is scheduled 
for Berlin. 


SURPLUS AGRICULTURAL PROGRAM (PUBLIC LAW 480) 


Senator ELtenper. Before you go to another country, I notice here 
a summary of the program under Public Law 480. Yugoslavia re- 
ceived, under title I, $52 million. 

Mr. Strassen. That is what I referred to as the exceptional year. 

Senator Evtenper. That is for the last year ? 

Mr. Strassen. That is over and above the $43 million that I spoke of 
in response to the Senator’s question. 

Senator ELLeENpER. And the same answer would be as to other coun- 
tries, like Austria and Czechoslovakia. I have a statement here of 
how this Public Law 480 has been administered, and the countries 
that have received benefits under it, and this statement indicates the 
amounts received by the countries you are now mentioning, plus others, 
in addition to what we are now providing. 

Mr. Strassen. Yes; but title I of that column or that statement you 
have, the lefthand column, are surplus commodities sold to these coun- 
tries for local currency, and then the United States has control of the 
local currency. 

Senator ELLenper. It is under Public Law 480 ? 

Mr. Srassen. That is right. 
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Senator ELLENpeR. But most of it has been loaned and a good deal 
of it is the proceeds that are being used to pay some of our own ex- 
penses in those areas. 

Mr. Sassen. Most of it has been sold. I think it is $325 out of the 
$563 million has been sold to them for local currency. 

Senator E.ienper. At this point, Mr. Chairman, I would like to 
put in the record this chart. 

Chairman Haypen. That will be done. 

(The chart referred to follows:) 


Summary of programs, Public Law 480—Fiscal year 1955 (see footnotes) 


{In millions of dollars] 


Title I! Title Il? | Title III 4 Total 


2 


Europe $143. 3 $60. $57. $261. 


Austria as 
Czechoslovakia 2 
Finland 

France 

Germany (Fed. Rep.) 

Germany (Soviet Occupied) 

Hungary 

Italy (including Trieste) 

Spain 

United Kingdom 

Yugoslavia 


PROG NOON 


lweoomnofnw 


S 


Near East and Africa 


Egypt 

French Morocco 
Greece 

Iran 

Israel 

Jordan 

Libya 

Tunisia 

Turkey 


mor Ww no 


im 00 «© 


Asia 


China (Formosa) 
Hong Kong... 
India 

Japan 

Korea 

Nepal 

Pakistan 
Vietnam 


Latin America 


Argentina 
Bolivia 
Chile 
Guatemala 
Haiti 
Honduras 
Peru 


Undistributed - 
Grand total__ 325. 4 
! Programs as of June 1, 1955, at market value plus transportation. 


2 Programs as of May 31, 1955. 
$1955 program (estimated) 


WESTERN EUROPEAN TECHNICAL EXCHANGE 


Mr. Srassen. The next item is the Western Eureopean technical 
exchange. That is down to $514 million. That mostly represents 
the specialized technical exchange which is directed toward the defeat 
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of the Communists. What I mean by that is that we have found par- 
ticularly in France and in Italy that certain of the young labor leaders 
were some of the best ways to oppose the Communists. 

In other places, they had concentrated on tr ying to reach the young 
college graduates. 

The Communists also had concentrated on a program of getting the 
women who were active in health centers and in hospitals lined up ‘with 
the Communists. 

We are carrying on technical exchange with those people and we 
are beginning to make headway to get that leadership knowing more 
about the United States and competent to oppose the Communists 
attempts at infiltration. 


METHOD OF SELECTION 


Senator ELLENpER. What do we do as to those chosen? Let us say 
there is a program in France. How is the selection made? 

Mr. Strassen. The selection is made through our personnel in these 
countries who carefully check through and then make a security check 
on which young leaders are not in the Communist Party, and seem to 
show an interest in opposing communism, and look like they are good 
prospects for more or less frontline leadership against the Communist 
infiltration efforts. 

Senator ELLenper. After a Frenchman qualifies, then from there 
on_we pay the expenses to and from France ? 

Mr. Strassen. They usually pay the transportation but we pay their 
costs inside the United States. 

Senator ELLenprer. Who is “they”? 

Mr. Srassen. The French Government. We bring them over for 
6 months to study over here, and we pay their costs while they are in 
the United States. 

Senator ELLenper. That is in addition to the so-called Fulbright 
program, and the Smith-Mundt programs? 

Mr. Srassen. That is right. 

Senator ELLenper. It is in addition to that ? 

Mr. Srassen. That is right. 


NATIONAL ACADEMY OF SCIENCE PROGRAM 


Now, in here also you have a program where we, through our Na- 
tional Academy of Science, we bring over some of the young scientists 
of these countries and get them in our university labor atories to help 
the advance of basic research. 

Senator Tuy. Governor, was that stepped up in 1954? Is your 
program proposing to increase that activity in 1955? 

Mr. Srassen. It is to carry it forward. 

Senator Tuyr. Not to increase it? 

Mr. Strassen. No. 

Senator Tyr. I think that that phase of the program is one of your 
most valuable things because it not only brings to this land your best 
of the youth of other countries but you are also getting more scientists 
trained in your free countries. 
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Mr. Strassen. The academies of science of the Western European 
countries, from them we are getting some of the most brilliant young 
Kuropeans over here working with some of our young scientists. 

Senator Ture. But your program is not going to suffer in 19554 

Mr. Strassen. We think it is is being carried on at about the same 
level. This is not the kind of thing | that you spread out to large 
numbers. We are looking for the very brilliant people and as you 
know back in history, many of our greatest advances were partici- 
pated in by scientists from other countries. It is not necessarily ¢ 
big country that does the scientific discovery. 


SENDING WESTERN EUROPEAN NATIONALS TO OTHER COUNTRIES 


Senator ELienper. Is any of this money, Governor, being used to 
send some of the nationals from Western European countries to na- 
tions other than the United States ¢ 

Mr. Strassen. I believe not for Western European countries. I be- 
lieve we have financed some training in Europe for Yugoslavia. 

Senator ELLenper. I ran across a case in Belgium where we were 
furnishing money in order to pay the expenses of quite a few people to 
go to the Belgian Congo. I wonder if you could check the source of 
the money. 

Mr. Strassen. I will check that point, but that would not be in this 
particular program. If that happened it would be under the matter 
of the dependent territory in Africa, and the technical education in 
Africa 

(The information referred to appears on p. 236. ) 

Senator ELLenver. Belgium is well able to do that herself, but yet 
because we were doing it for France, and because we were doing it 
for other countries, Belgium thought that although they were able 
to do it, they ought to have their share from the United States Treas- 
ury to carry on the same kind of work you do for other countries 
perhaps less fortunate. Will you look into that 

Mr. Srassen. I will check into that. 

I would like to give you a very important point that we find there. 
In the earlier years, and in past history, there has been a tendency 
for colonial powers to keep their colonies in a tight compartment so 
far as economic development is concerned. It is to keep out foreign 
capital and to keep the students studying only in the home country, 
and to really keep a tight compartment. That has been actually to the 
disadvantage of the people in the colony, to the disadvantage of the 
people in the mother country, and it is a kind of an old reactionary 
approach to a territory. 

Now, when you can get them to open up so that United States private 
capital can come in and take a part, and so that the students can go to 
other countries to study as well as to the mother country, actually 
everybody benefits. For the first time we are getting in Africa some 
more opening up. I think this will be very important in the future 
development of Africa, and it will be to the financial advantage of the 
United States as well as the mother countries and Africa itself. 

Senator ELLenper. You are aware of the fact, are you not, that the 
mother country of these colonies may become highly indignant when 
we dothat? It has been my experience that they resent our intrusion. 
They do not want us to do that. 
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Mr. Strassen. They started out being indignant until we could talk 
through them that it was to their own advantage to depart from the 
old exclusive, narrow, tight administration and open up to the rest of 
the world. A very outstanding industrialist who for a while was my 
deputy, recently has been in a special United States mission down to 
the Belgian Congo and they are beginning to take a broader view that 
I am sure will be to the mutual advantage of Belgium, of the Congo, 
and of the United States. 


ADVANTAGE TO UNITED STATES OF EXCHANGE PROGRAM 


Senator ELLENDER. What advantage is it to use if we send Belgians 
to the Belgian Congo and Englishmen to Nigeria and the Gold Coast 
where they are in power, and ‘control, and then Frenchmen to French 
Equatorial Africa and the other state there that is controlled by the 
French. 

Mr. Srassen. If it is a project under which some Belgians go with 
some Americans down to the Belgian Congo, and start developing it 
together, then it is in our advantage. We will look up the detail on 
that. I think you will find—— 

Senator Exitenper. That is not the case, you will find. 

Mr. Srassen. I think that you will find that the ee ans pay their 
own expenses, and if there have been any exceptions I will report to 
you on that. 

Senator EiLeNperR. In many of the cases, particularly with respect 
to the technical-aid program in those colonies, the mother countries 
are very resentful, and the Information Service of our Government 
spends quite a bit of money in order to offset some of the criticisms that 
the United States gets because of its assistance in that part of the 
world. 

In other words, it does not add up for us to be assisting the British, 
for us to be assisting the French to the extent we have in the past, 
and then for them to take offense at us every now and then because 
we are trying to extend a little aid in those sections of the world. 


CRITICISM OF UNITED STATES 


Mr. Strassen. You have to have in mind that if this great leading 
Nation never does anything that will be criticized it will soon no longer 
be a leading Nation. 

In other words, it will become inactive, and a sinking member of 
world society. You cannot exercise leadership without moving in a 
way that some people in some parts of the world will criticize us, 

Senator Dirksen. May I make one comment at that point ? 

The other side of that picture, of course, is simply this: If we had 
been in a position where we could have taken some Vietnamese and 
brought them over here, even though their allegiance was to France, we 
might not have so many diftie ulties today. 

Mr. Strassen. And it might have been better for France. If there 
had been broader local Vietnamese leadership developed by being 
educated in various countries, France might have been in a better 
position today. 





talk 
n the 
st of 
Ss my 
vn to 
that 
mngo, 


rians 
‘oast 
ench 
y the 


with 
ng it 
il on 


their 
rt to 


spect 
tries 
ment 
that 
* the 


tish, 
past, 
ause 


ding 
nger 


r of 
ina 


3. 


had 
and 
, we 


here 
eing 
‘tter 


MUTUAL SECURITY APPROPRIATIONS, 1956 87 


BANKING PROBLEM IN VIETNAM 


Senator Dirksen. You can imagine this kind of a difficulty con- 
fronting a young country in an infa ant stage. One of the first things 
they he id to do in Vietnam when they became independent was to set 
up acentral bank of issue and a banking system. They did not have a 
native Vietnamese who had even been a bank cashier, and the net re- 
sult was we had to send some people from the Federal Reserve to go 
there. The idea was that the French would not give them any admin- 
istrative training whatever; they were willing to train doctors because 
of the disease. 


EXPLOITATION OF COLONIAL POPULATION 


Senator ELxLenper. That is not peculiar to Vietnam, and you find 
that all over the colonial possessions, and the great difficulty is that 
many of these mother countries have actually t: aken advant: age of the 
people there by exploiting them. That is where the trouble lies. 

Senator Dirksen. They did exploit them. 

Senator ELLeENpER. I was very much sur pr ised, and as a matter of 
fact, disappointed when I visited the Gold Coast, and Nigeria, to note 
that the British had permitted the Indians and the Lebanese to simply 
take advantage of the people there and most of them just grew hog 
rich by taking advantage of those natives. And if the English 25 
years ago had ‘done what they are now doing, they would not have the 
trouble there, and they would not have had to come to this country to 
get. technical assistance. Simply cutting out the exploitation would 
have cured the evil. 


PURPOSE OF TECH NICAL-ASSISTANCE PROGRAM 


Senator Tuyr. Mr. Chairman, may I make this observation ? 

The entire purpose of this technical-assistance program and all that 
we do to make possible the implementation of it, 1s to correct that 
which has been going on by the mother countries with their colonies 
over the past 30 or 40 or even half a century of years. If I see any 
special benefit in this program to the future security of the world, it is 
in that of which we are doing to break down this tradition of hate, and 
fear, and the lack of opportunity for the youth in small countries such 
as Vietnam, or Indochina, or African colonies. 

I was in Vietnam and that was the one fear that I had for the future 
of all of Vietnam, and that was that there was no leadership as Senator 
Dirksen so ably stated, and they did not even have a man that knew 
how to make an entry in a ledger in a bank. We had to send it all 
over. 

That is what we are doing here in this technical-assistance program. 

Senator Youne. May I make a little observation at that point ? 

It is less than 10 years ago that I was with this Appropriations 
Committee over in Europe. We were trying to stop a little assistance 
to Russia then. The State Department was bound to ship all of this 
new modern machinery out of Germany over to Russia. It must be 
awfully difficult for the people of the world or on the other side of 
the world to understand our motives. We went overboard to help 
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Russia and become a great partner, and then all of a sudden we try to 
counteract all that we do to help her. 

I sometimes wonder how people could ever understand us. 

Mr. Strassen. We sometimes have difficulty understanding ourselves. 


NEAR EAST AND AFRICA 


Turning to the Near East and Africa, you will notice first of all 
that in the development-assistance column there is a $73 million item 
and it is not broken down. The breakdown, because of the great 
tension in that area, is classified, and I give it to you now as our illus- 
trative breakdown of the way we feel that $73 million will be used. 

Senator ELLENpER. Why so much for Israel and Egypt in contrast 
to Jordan? I think Jordan would need it much more than those 
two countries. 


DEVELOPMENT OF JORDAN RIVER 


Mr. Strassen. The British are doing more in Jordan, and Jordan 
has a very small population and does not have the same kind of needs. 
The main thing in that part of the world, of course, would be if you 
could get the Jordan River developed. Eric Johnston has been as a 
Speci: al Ambassador tr ving to get the agreement between those coun- 
tries to develop the Jor ‘dan River. 

Senator Eitenper. The difference in population is barely 1 million 
persons, and Israel, as you know, is getting quite a lot of money aside 
from that contained in'this bill. ‘That is, from the United States. 

Mr. Strassen. Israel maintains a different standard of living. and 


it has been mostly people who have come in from Europe or have 
been fleeing from persecution and even murder in other parts of the 
world, so you have a different kind of a situation. In Israel, we have 
been tapering down as they get on their feet. It used to be in the 
neighborhood of $70 million. 


PROGRESS IN ISRAEL 


Senator EL_Lenper. Do you think Israel will ever make a go of it? 

Mr. Strassen. Yes, I think the great determination of their people 
and their resourcefulness, and their intelligence is such _ Israel 
will make a go of it and be on their own feet in another 5 year 


SENATOR ELLENDER’S REPORT ON ISRAEL 


Senator Exvuenper. I discovered here that many Israeli rural vil- 
lages are conducted either on a communal or cooperative basis. 

For the committee’s information, I incorporate at this point in the 
record a brief excerpt from my rough field notes made during and sub- 
sequent to visits to several of these villages. 


I saw quite a few farming communities known as Kibbutzim where all prop- 
erty is communally owned. Everything belongs to the community organization, 
even the clothes on the members’ backs. The children are cared for in a nursery, 
the people eat together, and everything is worked in common. Cash is derived 
from some manufacturing, either that or some other establishment is the money- 
maker for all members. I visited one such village that operated a large hotel for 
the tourist trade, and it obtained its cash from that operation. There are other 
forms of organization that I shall discuss later. 
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Another type of village operation is the Moshne Ovdim This is an ordinary 
rural village based on privately owned land and created by private enterprise. 
These are working village cooperatives whose members are small holders. They 
are based on mutual assistance and equal opportunity for all members. All 
farms are small. No salaried employees are permitted. Each farm is planted 
and cultivated by a member of the group and his family, but the village is entirely 
cooperative in the sense that the sale of all products and the purchase of all 
supplies is done on a cooperative basis. 

Certain types of equipment are owned communally and used cooperatively 
The management is placed in the hands of a council appointed by the assembly, 
the latter being composed of all members. It is purely agricultural and the 
first village type was founded in 1921. 

There is still another class, the Moshnavim, consisting of small landowners, 
the same as the Moshne Ovdim, but no rigid doctrines such as salaried workmen 
ure permitted. These are run by middle-class citizens whereas the Moshne 
Ovdim is run by a labor movement. 

There is still another—the Moshan Shittufi—which is a village organization 
based on a Communal ownership. Members have separate homes. ‘They do their 
own Cooking and take care of their own children. As I pointed out, these asso- 
ciations vary. There is little property that is free of some sort of cooperative 
plan or the control of some body or council. There are few farmers who are 
free to act on their own volition. Farms are more or less operated on a coop- 
erative basis. 

The industrial phases of this young nation’s economic life are controlled 
almost entirely by the General Federation of Jewish Labor in Israel (His- 
tradrut), which—more than a trade union—is the largest employer in the State 
of Israel. It runs and operates a health and insurance club, it maintains hos- 
pitals and clinics, and operates activities such as oil and soap works, flour mills, 
chemical plants, ete. 


BREAKDOWN OF DEVELOPMENT ASSISTANCE 


Senator Dirksen. What is the country breakdown on the $73 
million ? 

(Discussion off the record.) 

Mr. Strassen. Now, in Egypt we also have a technical cooperation 
program of $4 million, particularly working with the villages and 
working with the improvement of their own village economy : ‘and the 
surveying of their expanded water development. 

Senator ELLENpER. Just a moment there, in this 373 million, before 
any money is given to any of those countries, you are going to enter 
into a contract with them whereby they will furnish so much ? 

Mr. Strassen. That is right. 

Senator ELteNper. What is the minimum that you hope to obtain 
from each country? That is, in matching funds, and so on. 

Mr. Srassen. The mate hing now runs more than 100 percent of our 
funds. It varies from country to country. But worldwide it runs 
up to about 150 percent. 


SITUATION IN LEBANON 


Senator ELLeENveR. I ran across a case in Lebanon where we put up 
$8 million last year, without a nickel being put up by Lebanon. Do 
you propose to use the same amount here—the amount you have allo- 
cated of $5 million—in that same manner ? 

Mr. Strassen. That was part of the situation where Lebanon had to 
go along if we were to get results on the Jordan River, and does not get 
much benefits out of it. 

Senator E.ienper. I beg to differ, Governor. That was a dif- 
ferent case altogether. I was astounded, and I was disappointed 
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when I found out that our people actually obligated that amount of 
money just before June 30. They had been trying for 6 months, as I 
was told, to obtain a contract with Lebanon, and so Lebanon could 
put up a certain amount of money, but Lebanon refused. The reason 
given was that the Lebanese Government did not want to run a deficit, 
to operate in the red, or borrow money so as to match the funds we 
were making available to Lebanon. Up to this point I am fairly 
certain that the Lebanese have not put up a dime to match this $8 
million we gave them last year. 

Mr. Strassen. It is a part of the situation in which we are trying 
to get the Arab countries and Israel into a peaceful neighborly rela- 
tionship to the Jordan River and so forth. 

Now. in our 1955 program in Lebanon—— 

Senator EttenperR. The Jordan River does not touch Lebanon and 
it is not next to it. You have this situation there. You have the 
Litani, and it is as wide as this table. 

Mr. Stassen. Some parts of the year and some of the river you 
can jump across, and other times of the year you would get drowned 
if you jumped. 

Senator EiLenper. There is a lot of objection to that Litani River 
project. Is any of this money going to be used for that purpose ? 

Mr. Strassen. In Lebanon, of the money we put in, $5 million was 
a loan; you probably did not know that when you were over there. 

Senator ELLenper. Of the $8 million ? 

Mr. Strassen. Of the 5.7. 

Senator ELLeEnperR. I am talking about the 8 million that was put in 
Lebanon last year without any contract, or without even any matching. 

Mr. Strassen. You are talking about 1954, in other words? 

Senator ELLenper. Yes, or the year before last ; 1954; that is right. 

Mr. Stassen. Now, in Ethiopia—— 

Senator ELLENDER. Will you look into that and let us have it for 
the record, and find out if Lebanon put up any money at all, and 
whether we contributed the whole amount of $8 million? 

(The information referred to follows:) 


LEBANON 


Development assistance finds totaling $6 million were obligated in fiseal year 
1954 for three projects, with the project agreements providing for financing as 
follows: 


United States Lebanon 
contribution | contribution 


1. Agricultural development $2, 500, 000 $527, 650 
2. Village water supply 2, 000, 000 1, 520, 500 


3. Public roads 1, 500, 000 3, 906, 250 


Total ; 6, 000, 000 5, 954, 000 


Note.—Technical cooperation funds obligated in fiscal year 1954 totaled $2.9 million. Lebanon’s direct 
contribution to the technical cooperation program amounted to the equivalent of $1,446,000. 


TECHIINICAL COOPERATIONS IN ETILLOPIA 


Mr. Srassen. In Ethiopia we are putting in technical cooperation 
of $3.4 million. There is a contract there with Oklahoma A and M., 
and there are other technical cooperation programs in the normal way 
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carried on in that country. Ethiopia is an independent sovereign 
country, and it is developing in a rather favorable way, and it is an 
important center in that vast continent of Africa. 

Senator Honttanp. May L ask a question there? Is the cooperation 
continuing insofar as sending them road engineers for the construc- 
tion of highws ays, Which was underway last year / 

Mr. Strassen. Yes, there is a good road program in there. 

Senator Hornanp. Does that come out of this 3.4/ 

Mr. Srassen. That is right. We just pay the dollar costs of the 
engineers. 

Senator Hoiianp. And they come from our Bureau of Public 
Roads ¢ 

Mr. Srassen. That is right. 


GREECE 


In Greece, Greece as you know, has quite a stout armed force up 
there in the mountains and we are backing that up with $15 million 
of defense support, and a small technical cooperation program of $1.5 
million for a total of $16.5 million. 

Chairman Haypren. Is that Greek Gendarmes / 

Mr. Strassen. No; it is regular army. 

Chairman Haypen. Is there some Greece force along the border too 4 

Mr. Srassen. There is also a gendarmerie. ‘They pay for it but we 
back it up with some rifles and so forth. 

Chairman Haypen. Well, there would be no change in the program 
in Greece then. 

Mr. Srassen. No basic change, sir; though the amount is smaller. 

Chairman Haypen. We go on just like we did last year ¢ 

Mr. Srassen. Yes, sir; that is right, approximately. The 1956 
program is about $10 million smaller. They are pretty well strained, 
us you know. They were awfully beaten up in the war and they have 
made a good recovery. This is one of the places we may have to tap 
the contingent fund a little bit during the year. 


DIRECT FORCES SUPPORT IN IRAN 


In Iran we are proposing $74% million for direct forces support 
and as you know, the northern tier of countries along that part of the 
world are starting to line up together against the threat that exists, all 
the way from Turkey over to Pakistan. The defense support is $37.5 
million, and a good share of this will be on loan. That is, loan 
rather than grant. 

Senator ELLENpDER. What is the situation there as to Iran obtaining 
a fair share of the revenues from oil? 

Mr. Srassen. Their oil revenues are beginning to pick up again, 
as the oil starts to flow, and they have now, a rather favorable deal 
that is comparable to the other Arab countries. It will be a more 
favorable deal than the old one. 

Senator ELLenper. How long do you anticipate we will have to 
carry on the expenditure in Iran? 

Mr. Strassen. It would depend on how big an armed force you 
want there. Iran has about 1,000 miles of border with the Soviet 
Union. The Soviet Union has made an intensive effort to infiltrate 
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through Communists, and even got into the army at one point and 
had to be cleaned out. As you know, they really made a bid to take 
the country over in those riots that occurred. But Iran looks favor- 
able now, and as the oil flows, and the revenue comes in, apart from the 
defense question as to how much an army you want, they ought to be 
on their own feet. 

Senator ELLeNvER. Do you know whether or not [ran is obtaining 
any help from any other country than us? 

Mr. Srassen. I believe not. 

Senator E.xenper. The British should help, but they do not. 

Mr. Srassen. No other country is furnishing grant aid to Iran 

The $10 million for the technical cooperation progr am, the point 4, 
throughout Iran. That is carried on on a somewhat reduced scale 
of that program. 


IRAQ 


Iraq makes one of the best uses of their own oil revenues of any coun 
try out there. The last I saw, they use about. three-fourths of their 
oil revenue for the development of the country. All we do there 
is put a small technical cooperation program of $2.3 million and have 
a very friendly relationship to the people of that country. 

Senator EL_itenper. Have you recently surveyed this work, Gov- 
ernor, in Iraq? 

Mr. Strassen. Yes, sir. 

Senator Exienper. Do you not think the program is a little bit 
ambitious? Do you not think that we ought to give them a smaller 
amount and endeavor to show results before we proceed to have them 


spend too much of this oil revenue? That was my criticism when 
visited some of these projects. 

Mr. Strassen. I wondered a bit about that, but they point out that 
these valleys, and this land in Ir: aq is some of the Biblical Land of 
Eden, some of the most fertile soil in the world. 


NEAR EAST 


The Israel technical cooperation is $2 million and we have a contract 
in there with NYU, in exchange with the Israel universities and that 
is working out very well. 

Jordan, technical cooperation, $2.8 million, and the normal type of 
program, with emphi sis on water conserv: ition, and water spreading. 

Lebanon, $2.5 million, similar technical cooperation program. 


LIBERIA 


Liberia. another one of the important African countries, $1.8 million. 
We feel that we are beginning to make headway in point 4 in Liberia, 
as they get to have a little more understanding of how they can 
contribute to their own advance. 

Senator ELLenper. That headway must have been accomplished in 
the last 18 months, because certainly they had not done it 8 years 
before 2 the money we gave them. 

Mr. Srassen. I think in the last 18 months we have been making 
better use of the money, Senator. 
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Senator ELLenver. Before that the money was, in my humble judg- 
ment, wasted, and I said so. I am glad that some revision was made 
out there. 


LIBYA 


Mr. Strassen. Libya, you know, on the north of Africa, is a new 
country, former Italian colonies. We have some very important air 
bases in Libya. We are working with those people in technical coop- 
eration to the extent of $2 milhon. 

Senator KLLenper. Is anything else being given to Libya / 

Mr. Srassen. Yes, something in the way of development assistance. 

(Discussion otf the record.) 


TURKEY 


Now, Turkey, one of the most stalwart and important countries in 
the whole world situation, with a long border with the Soviet. We 
are proposing $20 million of direct forces support, and $50 million of 
defense support, for a total of $70 million, and $2.5 million of techni- 

cal cooperation, and this may need to be expanded out of the con- 
tingent fund during the year. In ‘Turkey you have really a wonder- 
ful people, and the problem is that they try to do too much in all 
directions at once, and they get into inflationary difficulties. They 
have a very large defense force, they are trying to arm it rapidly and 
expand it and they are trying to have a development program with 
a very large expansion in all “directions of m: ichinery and ports and 
railroads and so forth. Our concern there has been that by trying to 
do too much all at once, they get the inflationary effects that actually 
causes them all to lose ground. We are trying to work out a program 
with Turkey now that will be of their decision and their interest, but 
economic ally sound. 

We put in an emergency $30 million near the end of this last fiscal 
year, because they were so short of foreign exchange. 


AFRICAN PROGRAM 


Overseas territories, that is this program that you touched on 
earlier, and that is the African matter 

Senator EKLLenper. Is that solely in Africa?’ Are there any other 
countries / 

Mr. Srassen. This one is only in Africa. That is $4 million. That 
is this technical cooperation, and the regional activities out there, 
$2.2 million, and the Palestine refugees, you are well familiar with 
that, and this $65 million should be reduced to $61.3 million. That 
is the reconciliation where we got a little more carryover than we 
expected. 

Chairman Haypen. There was a plan to resettle some of those 
refugees in Egypt and has that been carried out / 

Mr. Srassen. There has been some resettlement in Iraq, and a little 
bit in Syria, and we have not been able to get them into Egypt as yet. 
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REFUGEE PROGRAM 


Senator Dirksen. May I say a word about that, Mr. Chairman? — | 
think that we are inclined to feel that a remote refugee program like 
that can have no implications for us. 1 think frankly it is one of 
the most explosive situations that I have seen. ‘There are over 800,- 
000; one-third of the whole population of Transjordan is now made 
up of Palestinian-Arab refugees. There are 103,000 in Lebanon, and 
about 85.000 in Syria. You have 250,000 in that little piece down 
along the Mediterranean coast that they refer to as the Gaza Strip. 
They have been living incamps. Children are born into these camps 
at the rate of 25.000 a year: 60 percent of these refugees are now under 
16 vears of age. 

They have developed a refugee complex, and a camp complex. That 
thing is going to blow us out of the water unless it is solved. 

Mr. Srassen. It is tied up with the development of the Jordan River, 
that is your best hope, if you can get a better situation between Israel 
and the Arab States. 

Senator Dirksen. I make this suggestion now because we are talk- 
ing about Iraq, and about their overambitious plans. It occurs to 
me that somewhere along the line we are going to have to dump a 
little more money in this thing in the hope that some of them can 
be absorbed in Iraq, because it is an underpopulated country. But in 
Lebanon, they will not issue any work permits, they will not take 
them into the citizenship, and there they are, and this becomes a 
hard and difficult core. After a time camp life becomes so onerous, 
they sneak out at night and start crawling across the desert in the 
direction of Transjordan, and Israeli patrols find them and shoot a 
couple of them, and right away you have a crisis. 

Mr. Srassen. We do have, Senator, a resettlement project in the 
Sinai Peninsula on that Gaza Strip problem. 

Senator Dirksen. Against the whole number, it has not done very 
much. 

Mr. Srassen. You realize the undistributed $73 million by coun- 
tries is that same S73 million that we talked of at the opening of this 
section of the presentation. 

Senator ELLeNnper. I wish to add to what Senator Dirksen has just 
stated. In my report filed some months ago with this committee, I 
indicated that in my judgment the Arab-Israeli situation that was 
the most explosive in the world in my humble judgment, almost as 
bad as Russia. In Jordan today, there are over 460,000 refugees. 
This little sum of $65 million that is being appropriated here, plus 
what is contributed by the U. N., gives to each person there about 
$20 per year to furnish a diet of about 1,100 calories a day. 

It is my honest belief that this matter will never be settled unless 
some of these Arabs go back to Israel. 


REEVALUATION OF REFUGEE PROBLEM 


Now, I believe that rather than have this matter go on ad infinitum, 
it ought to be reevaluated soon. A firm effort should be made to try 
and devise ways and means of settling that issue, and not 4 or 5 years 
hence, but this year if possible. It is very explosive. 
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ASIA 


Mr. Srassen. On Asia, Senator, I have a few charts that I think 
because of the importance of this area will give a certain few special 
facts on it that I can run through quickly. That area from Afghanis- 
tan around to Korea has in it one- aie of the peoples of the world. 
That is the are of free Asia, 771 million people, and it is indicated here 
where those people reside. 

In the next chart on the same area, it shows that same group of 
countries from a standpoint of Communist Party activity. There is 
active Communist work in practically every country and this shows 
the numbers in thousands of known Communist Party strength in 
each of those countries. 


STANDARD OF LIVING 


The next chart will show you that the standard of living is low, 
as you know, in the area, with Japan and the Philippines and Formosa 
on the higher side, and with India and Nepal, Burma, Afghanistan, 
and Pakistan on the lower side. These are the estimated doliar equiv- 
alents of the annual i income of the people. You will recall that this 
compares to well over $2,000 in our own country. 

Of course, those als you who visited there know what those poverty- 
-tricken villages, where so many millions live, means. 


SOVIET ECONOMIC WARFARE 


The next chart shows another part of the problem there, and that 

: that the Soviet bloc is intensifying its economic warfare in this area. 

it shows where they have offered to put in plants, the symbol of the 
plant is the capital assistance offer, sugar mill in Indonesia, and the 
steel plant in India, and the mills in Afgh: unistan. 

The black figures show the technical assistance offers. After first 
criticizing and ridiculing our point 4, they now are trying to copy it. 
One of the things they w ill do that is very interesting is that they will 
put ina set of Russi: an business machines in any Government free of 
charge and send in the technicians to run it, or something like the 
15M, and they will be glad to put technicians in the center of any 
Government that will welcome them. 

The trade-union delegates are exchanged and invited, and those 
are the black-pants and white-shirt symbols. They are making trade 
wgreements all through this area 

As to whether this is really moving or only talk, I have the up-to- 
date report on Afghanistan, Senator, which, ‘as you see, is on the left 
end of the are there. They have built two grain storage warehouses, 

« flour mill, and a bakery now in Afghanistan. 

Senator ELtenper. That is in recent months? 

Mr. Srassen. Yes, they have been very active. Gasoline storage 
tanks in the far northern and western cities. This pipeline, in our k ~ 
report, it has been built into the town of Mazar-i-Sharif, which is 
town up near the border. 

Senator ELLenper. That is right across the river. 


63754—55 
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Mr. Srassen. And they are surveying it on down the rest of the way. 
They have now built the roads up in Herat and are starting to build 
them in Kabul. 

Under their barter agreement the U. 8. R. provides gasoline 
and kerosene and bicycles in exchange for wae wool, oil, seeds, 
and hides. 

Senator E.ienper. The Russians have been dealing with the 
Afghans from time immemorial, and I learned it is not an expansion 
but. a continuation of this trade on a more or less modernized basis. 

Mr. Srassen. It is an expansion now, Senator, reaching out into 
Afghanistan. 

In most of these countries there are a lot of overseas Chinese, as 
is indicated on this chart. There are a lot of Chinese living here, 
and some of them go back hundreds of years. 


OVERSEAS CHINESE COMMUNISTS 


Senator Ho_ianp. Does your information indicate what percentage 
of these overseas Chinese are Communists 4 

Mr. Strassen. I would say the largest percentage of them are sort 
of waiting and wondering and staying on the fence. 

Senator Horianp. If I have read the news dispatches correctly, 
it was indicated that there was trouble in Singapore last year largely 
caused by Chinese living there. Is that correct / 

Mr. Strassen. Chinese students and Chinese Communist students. 
But some of these, we feel, are agents sent out of China itself to get in 
there and infiltrate and cause trouble. 

Chairman Haypen. Is it not true, Mr. Stassen, that the Chinese 
Government has been bleeding the overseas Chinese if they have 
relatives in China? 

Mr. Srassen. Sort of a blackmail; yes. The Chinese Communists 
are engaging in that blackmail practice. 

Senator HoLtanp. But the Chinese Communists have been the prin- 
cipal source of trouble in Malaya and Singapore; have they not ? 

Mr. Strassen. That is right; and not the sole source. There are 
some Malayan Communists, too, but the Chinese Communists have 
been an important part of it. 

Now from these various aspects I have just given you, the low 
standard of living and the Communist infiltration, you could get a 
sort of feeling of hopelessness about the area. I feel very much, 
and so does the administration, after the most thorough review, that 
it is not a hopeless situation, and it is one where we may score one of 
the great victories of the world contest. 


UNDEVELOPED RESOURCES 


There are in this area very substantial resources that are not fully 
realized. They are underdeveloped. This chart shows that in India 
they have a lot of iron ore, and coal and manganese, and bauxite, as 
well as jute, cotton, tea, and rice. Ceylon “has rubber, graphite, 
and te: 

They have these other products here in these countries, and Pakistan 
has jute, cotton, rice, and perhaps oil. Thailand has rice, tin, and 
rubber, tungsten, and teak. 
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The Borneo area has petroleum and rubber, and tin and copra and 
spices, and the Philippines have chromite, iron ore, hemp, copra, and 
sugar. 

Korea has tungsten and graphite; and Japan has coal, copper, rice, 
sulfur, and zine. This area is of a very significant, even though it will 
be slow and gradual, development. It has s been decided, after the most 
thorough review, that it is in the United States security and economic 

interest that we facilitate the gradual expansion of the industrial 
capacity of this area and their trade with each other. It is the trade 
between Japan and India and the rest of them, that provides the way 
for those countries to get on their feet. 

You must remember that we face a situation in which the Commu- 
nists are trying to reach out from Manchuria and tie Japan in this 
way. and there isa background for that. 

The Communists are trying to reach out from here and tie India and 
Afghanistan in this way. It is very much in the United States and 
free-world interest that these areas trade and expand and work with 
etch other in the free world and to some extent with the Communists 
but not to the extent that would give them a grip and a stranglehold 
on those territories. 

In some ways it Is par’ allel to whet we did im Aus tria. Austria, 

efter the war, depended for over 30 pt reei:t of ieee trece on the Com- 
niunist area. We gradually worked it around so they only depended 
for 10 percent of their trade on the Communist area, and that was an 
important forerunner of finally making Austria an independent and 
sovereign country. It is hard to st: and up against a customer that 
tukes 30 percent of your trade. You keep the percentage down low 
enough, and you are more independent ; this is a very Import int aspect 
of the world picture. “That is why, as the Secretary of State : said, and 
as the President said in his message, this $200 million fund is impor- 
tant. It makes it possible to begin to say to United States business 
concerns, and cement companies, and plastie companies, and iron- 
fabricating companies “Get on with industrializing in this area of the 
world. We know the political risks are too great on a straight-profit 
hasis, but try to lay a foundation and the government will “back you 
up to a certain limited extent. 

We feel that this program has a tremendous significance and that 
relatively it will not be a large cost program, but in the long term it 
can defeat the Communists and it can bring up the standards of living. 
t will make this area a better trading partner and an economic asset 
to the United States and the free world. We need very much this 
$200 million of appropriation authority. 


PROGRAM REVIEW BY SECURITY COUNCIL 


You asked me to indicate the variation from the earlier discussions 
that got to be public. This program has been carefully reviewed in 
the Dodge Council and by the Security Council. The amounts that 
are here recommended, the $200 million, along with the country pro- 
grams that are carried forward, I feel, are the minimum nec essary 
to get going in an affirmative way. 

Senator Extenper. Then this Asian development program does not 
differ materially from that which you suggested earlier this year 
except as to amounts / 
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Mr. Srassen. That is right. 

Ales. let me immediately say that you remember at least half of 
this must be in loan, and I am thoroughly i in accord. 

Senator Ettenper. That is the $200 million ? 


FIFTY-PERCENT LOAN REQUIREMENT 


Mr. Srassen. You asked the other day if you could put a require- 
ment of 50 percent on this, and why should it not also fit in the 
country program. 

Senator ELLenper. I think Senator Potter asked that question. 

Mr. Srassen. This money is not earmarked for any country, and 
so you are able to say, when you work it out, “We want 75 percent 
loan here, or 80 percent there, or 20 percent somewhere else”; but 
when you have earmarked money by countries, if you have an average 
loan provision put in, then you wanted to say to one country, “We 
want you to put up 70 percent,” and they say, “Well, you are hitting 
us higher than the average.” 

So the 50-percent loan requirement, I would say, is all right on 
the regional fund, but it should not be put in; rather just the instruc- 
tion to do all of the loaning you can on the country programs. 


PERMANENT NATURE OF AID PROGRAM 


Senator ELLENpDER. You stated, Governor, or were quoted as saying 
several months ago, that in your opinion this aid program would have 
to be a permanent part of our foreign policy. Do you still entertain 


that view, or have you changed your mind? 

Mr. Strassen. Not a per manent part, Senator, but a long-range part, 
particularly so long as there is a great Soviet threat 

Senator ELLENpER. How long do you think we are going to have 
to maintain these programs ? 

Mr. Strassen. If you could tell me how long the Communists are 
going to be a threatening and agressive, dangerous part of the world’s 
scene, then I could give a better answer or better guess as to how long 
we have to carry on ‘this kind of a program. 


EFFECT OF AID PROGRAM ON NATION’S ECONOMY 


Senator ELttenprer. How long do you think our economy can sus- 
tainthis? Weare now reaching the debt limit of $281 billion. As I 
pointed out yesterday, and before that, when I came to C ongress here 
IS years ago, the amount of money required to operate every depart- 
ment of Government was only a few hundred million dollars more 
than now required merely to pay the interest on our debt. Now, how 
long can we maintain that and keep our way of life? 

Mr. Srassen. I think that we can successfully carry that, T know 
we can; and put it the other way; we did not do anything like this 
after World War I, we did not build strength, and we did not help 
the free-world economy. Then we hit conditions that threw us inte 
our worst depression in history and caught us in a very unprepared 
way, and dictators arose in other parts of the world, and you finally 
had not only the world’s worst depression, but you had World War II. 

I believe that is now proven, by the 8 years’ span that the kind of 
2 policy and program represented in this bipartisan approach, to have 
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4 stronger economy in the rest of the world and cohesion and military 
forces, 1s the best route not only to peace and security but also to the 
economic success of the United States. 


UNITED STATES ECONOMY 


Senator ELLENDER. Now, you would not say that we have a healthy 
economy, would you ¢ 

Mr. Srassen. Yes, sir. 

Senator ELLENDER. When we have been living in the red, and we 
are in deeper now than ever before during time of peace, our gross 
siles are greater than at any other time in our history, and yet we 
cannot pay our debts. We have to borrow this money, and we have 
been in the red for 24 years. 

Mr. Stassen. To put it another way: This country today has bil- 
lions of dollars of more houses, highways, airfields, and military es- 
tablishments, and when you appraise the status of a country, you must 
think not only of their debt, but of their assets. It is just hke when 
you appraise a corporation. Now it is true we have a large debt, and 
most of it flows from the war and the rearmanent after the war, and 
we have now this very powerful military position and great assets in 
the nuclear field, and we have a tremendous development in the hous- 
ing of our families and in their own equipment of their personal be- 
longings and in the resources of the country. 

So I believe if you put the whole situation together, that the United 
States is in a more sound position with its present debt than it was 
when we went into the depression with its then small debt. 


RELATION OF DEBT TO NATIONAL ECONOMY 


Senator Tuyr. For the sake of comparison, because of Senator 
Kllender’s statement that the interest now is greater than the total 
Federal appropriations needed 18 years ago, it might be well to reflect 
what the national economy was 18 years ago in relation to what the 
national economy is today. Those two figures would be a rather 
wholesome comparison. 

(The information referred to appears on p. 290.) 

Senator HoLLanp. I wanted to ask a question, Governor. I was not 
here when the discussion took place about Public Law 480, and I under- 
stand there was some discussion. That is not included in any way in 
the present statement ? 

Mr. Strassen. No, it is not. 


EXPENDITURES UNDER PUBLIC LAW 480 


Senator Hotuanp. At what stage will we receive any statement. or 
will we, with reference to the expenditures during fiscal 1956 planned 
under Public Law 480, and the program ? 

Mr. Strassen. I think Senator Ellender put in a report on that. 

Senator Hotianp. I know you have a program under Public Law 
480 for Turkey which does not show here. There is another one for 
Pakistan which does not show here, and so for others. It seems to 
me that that makes up a part of the entire picture and that we should 
have it before we attempt to reach a decision. 





100 MUTUAL SECURITY APPROPRIATIONS, 1956 


Mr. Srassen. It is in the record here now, a detailed statement by 
country of the Public Law 480 operations. 

Senator HotLanp. Well, you mean you have placed it in the record? 

Senator ELLenper. I put it in the record. 

(See p. 83.) 


PROCUREMENT OF STRATEGIC SUPPLIES 


Senator Hortanp. The second thing T want to know is: Will there 
be anything in the record when we conclude, under your plans, rela- 
tive to the strategic supplies that we have been securing both under 
Public Law 480 and under your activities or any other activities from 
these particular friendly nations which we are helping, such as chro- 
mium from Turkey and tin and rubber from Malaya, and so on? 

Mr. Srassen. That is not in the record, but we could furnish a state- 
ment of that. 

Senator Hornanp. It seems to me it is very important, because I 
think two of the things that we are getting out of this whole relation- 
ship which are of value to our own nation ought to have prominent 
place in this record. One of them is the strategic supplies that we 
are getting, if we are getting any substantial amounts, and I have 
understood that we have in the past, and I hope we still are. The 
second is the reestablishment of outlets for our agricultural products. 
I think that our people will much better understand this whole 
rounded program if they have a chance to see that we are getting 
something out of it besides these intangible things which I admit are 
of great value that you have been talking about. 

Senator ELLenper. Senator, the strategic materials you refer to we 
are getting, but primarily from appropriated dollars. 

Senator Hotianp. I understand that that is true with reference 
to large parts of it, but I also have understood from the Agriculture 
Department that there are some strategic supplies being gotten under 
Public Law 480. T have also understood that in the past there have 
been some strategic supplies brought out from the operations of the 
FOA other than by purchase. I think the record ought to show 
those things if they would be of any substantial value, because they 
will enable us to have a clearer picture and will enable the people 
to better appraise the whole relationship. If we have the two things 
which I think are tangible showing a contribution to the economy 
of our own country. 

(The information referred to appears on p. 236.) 

Mr. Strassen. Mr. Chairman, as I mentioned to you when T came 
up. I have one important conference that I have to attend in the 
State Department before we leave for Paris. I can come back this 
afternoon if you wish, and I can also file this information that has 
been requested and could add to the record any explanatory memo- 
randum of remaining points. I really have covered the President's 
request, and it is all laid out. 


FUNDS AVILABLE FOR ASIAN DEVELOPMENT 


Senator Dirksen. Now, Mr. Chairman, in the fund for Asian 
development, the language of the authorization act is that this money, 
as I understand, is appropriated to the fund to be expended at the 
direction of the President over a 3-year period, going to June 30, 1958. 
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Now, it was testified before the House committee that not more 
than $100 million of that fund could be obligated in 1956. I went 
back to read the testimony, and I think there is some misapprehension 
about this that ought to be clarified for this record. 

Mr. Strassen. That is a very good question. 

Senator Dirksen. Let me just finish the observation. 

To be sure it is possible that not more than $100 million would be 
obligated in the first year; but this is a 3-year program, and, frankly, 
7 taking out that $100 million, you cannot program beyond that 

ar; and as I envision some of these things like the port road and 
oe docks for Cambodia, which has no outlet to the sea except through 
Indochina, a project that costs roughly $15 million and to be shared 
with the French—that is of the nature of a project that is of con- 
siderable importance to a country—it would occur to me that taking 
this would tie the President’s hands. 

However, it was certainly testified that they could only obligate 
$100 million, and that is going to be a rugged item in conference, “Mr. 
Chairman, unless we can get that pretty well clarified. 

Mr. Stassen. You pointed out very accurately that you need to 
start working on $200 million worth of things that are desirable for 
the United States. You cannot tell as you sts art working whether the 
other countries will do the things that they need to do, whether the 
United States private corporations will do the things that they need 
to do, and get it all worked out so you will actually be signing a legal 
obligation before June 30. 

But unless you have the appropriation behind it, so that the Presi- 
dent and the International Cooperation Administration can start 
working on the $200 million worth, you really cut the whole thing 
in half, “because we cannot start wor king with these people unless you 
have an appropriation behind it. 

Now, it is true, and we correctly testified in the House, that you 
could not contemplate the kind of speed that would mean you have got 
written contracts on all of the $200 million by June 30. 

W ith all of the complhics itions of other governments, and sometimes 
2 or 3 governments being involved in 1 transaction, and the private 
companies, and all of that, you could not get it all signed up in legal 
contracts by June 30. Unless you have “behind you the obligation 
authority so you can start working on the whole thing, you are ‘Teally 
chopping the thing right in half, and you lose in that situation. 


USE OF SURPLUS METALS IN PROGRAM 


Senator Dirksen. I have one other question, Mr. Chairman. 

L noticed in the debate in the House on the authorization bill that 
Congressman Simpson of Pennsylvania asked a question of Congress- 
man Richards as to whether or not there was authority to also use 
surplus metals or bullion under this program. They could find 
nothing in the law that probably would stand in the way or prevent 
such a use. 

And, Mr. Chairman, I want you particularly to hear this, because 
what I think was envisioned there insofar as I know, and a matter 
that I have discussed and, in fact, I discussed it with the Secretary 
of State, is the prospect of finally making some silver bullion avail- 
uble to an area like Formosa, because, first, it gives them a chance 
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to set up a hard-money foundation, and it is the best antidote to 
inflation in a taght situation. Third, it would give them a chance to 
generate some revenue- produc ing business; but more than that I think 
that the propaganda value is enormous, if word goes to the mainland 
of China that actually they have got some hard money in Formosa. 

If you will just let me finish now. I see Mr. Hollister just left, 
but he and I were in the House together when we enacted the Silver 
Purchase Act back in 1934, under which, of course, we buy and then 
freely coin against dollar certificates until either it achieves a ratio of 
1 to 3 in our metallic system, or silver reaches $1.29 cents an ounce. 

Now, presently in the Senate Banking Committee they are taking 
testimony on a bill to repeal the Silver Purchase Act, and, of course, 
it comes from the fact that up in the New England States, where they 
fabricate silver, they quarrel a little about the price and so they want 
the act off the books. 

Well, the fact is that we ran China off the silver standard in 1934 
when we passed the Silver Purchase Act. We ran Bolivia off, and we 
ran Peru off. It seems to me that this is worthy of some considera- 
tion by this committee because there is surplus bullion, and if we 
ean kill 2 birds with 1 stone, I believe that this committee ought 
to give some consideration to it. 

Mr. Srassen. I think legally the situation would be that this aid 
in anv one country can be provided i in the form that it is determined 
would do the most good. In a matter such as this, it would be an 
unusual step, and the appropriate committees of Congress would 
need to be consulted under our administrative proce ‘edure before you 
moved silver bullion in place of some other commodity or something of 
that kind. That would be my interpretation of what the law would 
be. 

Now, Mr. Chairman, Admiral Radford is ready to come up at 2 
o'clock to go forward. Tf you find that you have any certain ques- 
tions that come up that you want me back before our 4 o’clock de 
parture for Paris, I will come up. I am in a situation, as you know. 
that the davs that have been extremely crowded, and T must go to 
the State Department now for a conference that could not be post- 
poned, and then T will leave for the airfield at 4 o’clock. 

T think if you would proceed with Admiral Radford, if that was 
agreeable, and if you found after lunch that somebody had some 
particular thing you wanted to ask me, I would come back up. 

My staff, of course—not my staff, but my former staff and now Mr. 
Hollister’s staff, and Gordon Gray’s staff will be available. 


SILVER BULLION IN THE FAR EAST 


Senator Kiucorr. T wanted to ask a question in line with Senator 
Dirksen on this question of silver bullion. Is it not a fact that in 
the Far East what you call hard money is silver money and it is not in 
circulation ? 

Mr. Strassen. That is right. 

Senator Kitcore. T well remember right after we liberated the 
Philippines, we struck off a lot of silver pesos and half peso pieces 
to stimulate trade. I tried to buy one of them, and I was told frankly 
that every one of them, as fast as they got in the hands of the people, 
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were buried in the garden, and that they had not seen metallic currency 
ror so long, and the same applied to China. 
Mr. Srassen. Some special study of this would be desirable, as 
Senator Dirksen indicated, and I am sure they will do that. 
Thank you, Mr. Chairman, for your courtesy and that of the 
committee. 
DEPARTMENT OF STATE 


STATEMENT OF SCOTT McLEOD, BUREAU OF SECURITY, CONSULAR 
AFFAIRS AND PERSONNEL, DEPARTMENT OF STATE 


INTERGOVERN MENTAL COMMITTEE ON EUROPEAN MIGRATION 


Mr. McLrop. Mr. Chairman, I appreciate this opportunity, and my 
Bureau has a very narrow interest in this appropriation. 

The House committee cut the request for the United States con- 
tribution to the Intergovernmental Committee for European Migra- 
tion from $12,500,000 to $10 million. I just wanted to make sure 
that this committee understood our relationship to that international 
organization. We are 1 of 26 member nations, and this organization 
was formed with the assistance of the United States in 1951. 

One of our primary purposes was to assist European migrants to 
go to some place other than the United States in order that in telievi ing 
some of their overpopulation and refugee problems in Europe we 
would relieve pressures for admissions to the United States. 


EFFECT OF HOUSE REDUCTION 


We contribute to the committee in part on the basis of the number 
of people that they actually move. So that the effect of the $2,500,000 
cut in the House is that between 20,000 and 25,000 European migrants 
who would otherwise move from Europe in large proportion to some 
other place than the United States will not ‘be moved if this cut 
stands. 

Chairman Haypen. Do many of them go to Latin America? 

Mr. McLeop. Yes; although Australia has been the principal cus- 
tomer of the organization in the last year. 

I felt in the House there might have been some misinterpretation 
of the quite correct statement ‘that as of April 30 only about $2.5 
million of the current $10,500,000 appropriation would be spent. I 
want to make clear that misinterpretation is — because ICEM is 
on a calendar year and not on a fiscal year as we are. So that the 
current $10,500,000, which we began to pay to ICEM on January 1, 
1955, is for calendar 1955; and at the time the testimony was taken 
in the House we had only made our first-quarter payment ; we still had 
three quarterly payments to make, so that we do not plan to have any 
wnobligated or unspent balance at the end of the calendar year. 

The funds requested today are for calendar 1956 and would become 
available to [CEM as it moved people in 1956. 
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TOTAL REFUGEES MOVED 


Senator Ture. Mr. Chairman, might I inquire how many people 
were moved under this particular appropriation in 1954, which would 
have ended in the calendar year of 1954. 

Mr. McLrop. Since the Committee was formed, they have moved 
77,764 in 1952, 87,527 in 1953, and 121,222 in 1954. 

Senator Tuyr. At a cost of how much to the United States? 

Mr. McLxrop. I am sorry; I can give you that, but I do not have it 
here. 

Senator Trryr. Could that be furnished for the record, so that we 
could see the relative cost per person that had been moved under that 
fund ¢ 

Mr. McLrop. Yes, the relative cost per person was around $70, but 
I have not got the exact figure, and I can provide it. 

(The following information was supplied later: ) 

In 1952 the United States paid to the Committee $8,950,000 ; in 1953, $6,789,590 ; 
and in 1954, $8,144,150. 

Mr. McLxrop. In 1954 they moved 121,222. This y “aur they plan to 
move 142,165, and the 1956 request, which has been cut, is based on an 
estimated movement of 174,350. 


PER CAPITA COST 


Senator Tuyr. And the cost per person will remain about the same / 

Mr. McLeop, Yes, the cost per person that we have recently ap- 
proved, a new per capita cost of $79. The reason for the increase is 
because of the increased business to Australia. That is the most ex- 
pensive transportation because it is such a long trip from Europe. 
But Australia needs people, and they are willing to take them, and 
we have approved this increased per capita because it operates against 
us not todoso. ‘They do not move as many people if we do not permit 
them to move them to Australia. 

I personally think this is a very worthwhile program because all of 
those people who move out of Europe to South America and south 
Africa and Australia serve to relieve the pressure on the United States 
to contribute visas to the solution of this problem. 

As you know, in our refugee relief program we are contributing 
at least our share, but we like to see the other countries take their 
share, too, and if we can permit them to do that by contributing a 
relatively small amount of money, we feel it is very worthwhile. 


CONTRIBUTIONS BY OTHER COUNTRIES 


Chairman Haypen. What is the total amount contributed by all 
other countries to this particular organization ¢ 

Mr McLeop. I will have to furnish that. Roughly we contrib- 
ute—-in fact, one of the conditions of our contributions is that we do 
not contribute more than 45 percent of the total cash contributions 
by all member governments to operating funds of the organization. 
That is on a per capita movement formula. 

Chairman Haypen. Will you put that in the record / 


Mr. McLeop. Yes. 
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Senator Dirksen. This is on what program ¢ 
Mr. McLeop. The Intergovernmental Committee for Kuropean 


Migration. 


Senator Dixsen. I took a look at the refugee program in Austria 
and Germany and France. This is not this particular one, although 


vou do discover that they work together. 


Senator THyr. You mean what existed in those countries in the 
form of refugees and what our own agency was doing ? 

Senator DIRKSEN. I am thinking of the Emergenc y Refugee Act 
of 1953, which the Bureau of Security, under Mr. Me Leod, admin- 
isters. You remember there was - good deal of controversy and a 
vood deal of scolding about it. [ asked in every case whether Mr. 
McLeod’s administration had anything to do with the retardation of 
the program, and those who were in ‘chi arge in the field said “No.” 
They said there were inherent difficulties tha at it took time to get over. 


PENDING LEGISLATION 


Now, the President sent up 10 suggestions which are in the form 
of 2 bill now pending before the Judiciary Committee. I said to 
these people abroad, “Do you need all ot these, and what do you have 
by way of priority in mind to accelerate the program ?” 

The first one was to provide blanket sponsorship rather than indi- 
vidual sponsorship, so that if you can get the bodies over here, so to 
speak, a job develops and there is no housing to be displaced, and 


you ean at least send them. 


The second is, of course, the 2-year case history requirement, which 
is a definite discrimination as it now stands against those who have 
been out from behind the Tron Curtain for as much as a length of 
time since 1948. You put him in a camp, and it is easy to get a record, 
but for an escapee who has come out, some time thereafter, it is difficult 
to get a record on them from the outside. So actually you have a 
discrimination between refugees as to when they may have escaped 
from behind the Iron Curtain. Those are the two things that they 
thought needed curing more than anything else. 

Senator Taye. How can that be cured? Can we get an explanation 
about it? 

Senator Dirksen. Leave it to a larger measure of discretion to 
the security officer abroad to evaluate the family and to evaluate the 
individual and to get as much information as he can, and keep them 
under surveillance, and if you can get no records from behind the 
lron Curtain, at least you can do that. 

Senator Turn. Otherwise you put them in a jig and they stay 
there, and there is no way of getting them out. 

Senator ELLenper. Mr. McLeod appeared before our committee 
some time ago, and he said that the present law would permit this 
whole program to be carried out as is provided without any additions 
to it. Have you changed your mind on that, Mr. McLeod ? 

Mr. McLxop. I think that I qualified the statement somewhat by 
saying that we were first of all dependent on the American citizen 
to provide assurances. We cannot give any refugee a visa under the 
emergency act unless we have the assurance from the American 
citizen. Now, if the American citizen provides the assurances, I think 
we could substantially carry out the mission under the act. 





106 MUTUAL SECURITY APPROPRIATIONS, 1956 


Senator Hotitanp. You have been speeding up greatly lately, and 
what is the present figure ? 


TOTAL VISAS ISSUED 


Mr. McLrop. Approximately 40,000 visas issued and approximately 
30,000 individuals actually in the United States. But the Senator 
referred to this first amendment, and if I may say so, that does not 
provide for the blanket assurance, but provides for the agency as- 
surance. It permits the resettlement people, the professionals in 
that field, the church agencies, and so forth, to sign up the assurance 
rather than the American individual citizen. 

1 think it is obvious that such a provision would permit us to more 
fully accomplish the purpose of the act, and probably more quickly. 


2-YEAR HISTORY REQUIREMENT 


The 2-year history requirement is now being carried out. I think 
it is somewhat misunderstood in that while perhaps it was the intent 
that it would prohibit someone from having a visa who had not been 
out from behind the Iron Curtain for 2 years, we have construed 
it administratively that we will endeavor to reconstruct the history of 
a recent escapee. 

Now, of course, this is costly, and it takes a great deal more time, 
and it is not as satisfactory as if they had been out. But there is no 
automatic bar on a person, and we have in fact issued visas to people 
who were recently escaped. The most notable was the Kappuis family, 
where Mrs. Kappuis stepped on a land mine or something and lost 
her foot coming through the curtain. 

Senator Dirksen. But your field force in the main tries to comply 
with what they think is that requirement? 

Mr. McLxop. We have a 2-year history requirement, and unless we 

can find people from the same village who can testify as to the back- 
ground, or unless we can independently reconstruct this 2-year his- 
tory, we would not issue the visa. 

I think, in effect, the amendment would give us what we now have 
administratively, because I am confident the security officers in no 
case, Whether it was 2 years or 25 years, would give anyone a visa 
unless they were as sure as they could be of their security potential. 


DISCRETION OF FIELD OFFICERS 


Senator Dirksen. Some of your field officers have some doubt on 
this question of how much discretion they have. 

Mr. McLeop. I think that that is true. I personally feel that the 
next thing to the agency assurance, the next most desirable item of 
the 10 would be the redefinition of refugee and escapee to more realis- 
tically cope with the situation which now exists. The language of 
the present act. was picked up in toto out of the Displaced Persons 
Act, and the situation is changed considerably from 1948 to 1955. 

Chairman Haypen, Have you been called upon to testify with re- 
spect to this proposed legislation ? 

Mr. McLeop. By the Judiciary Committee? No. I testified in 
essence before Senator Langer’s Subcommittee on Refugees. 
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REDEFECTION PROGRAM OF SATELLITE COUNTRIES 


Senator Dirksen. I might say by way of general information, Mr. 


> Chairman, that the satellite countries are now having a redefection 


proeas They have teams that go into these refugee camps and try 
to persuade them to come back tichind the Iron C urtain. They do not 


‘want too many of them back, but they pick them pretty well, and then 
' school them, and put them on the radio. 


Then they proceed to broadcast and tell what swine we really are 
and how we have abused them in these camps, and what terrible crea- 


'tures the Americans are. It is just a hint that this is still a hard-core 


problem, and I have suggested that somewhere we are going to have 
io set a target date, and ‘if we do not set a tar get on this whole refugee 
program somewhere along the line and say on “X” date we are going 
to have to accomplish this thing, we are going to be in trouble. 
Senator Hottanp. You have an expiration date. 
Senator ELLENDER. We ought to live up to it and add a big period. 


VARIETY OF REFUGEE PROGRAMS 


Senator DirKsEN. 1am speaking of the whole program, bee "ause here 
you have got ICEM, the Evroper» refugee progreri, anc you have a 
special U. N. refugee prograin, aud the Palestinian refugee program, 
and then we have got the Emergency Refugee Act, and this thing just 
flops all over the lot. It is going to have to be pulled together some- 
where along the line. Otherwise, it is going to go on for a long 
time. 

Senator ELLenper. It is going to go on right along, and it strikes me 
that when it expires, we ought to add a big period and say that is as 
far as we will go. 

Senator Dirksen. It is not quite that simple. 


COMPLETION OF PROGRAMS 


Senator Hottanp. I would ike to ask the witness one more ques- 
tion. Under the existing law with the existing target date and num- 
ber, are you going to be able to complete the movement in of the 
hiunbers spec ified by the law by the completion date? 

Mr. McLxrop. I would say it is very questionable if we get the total. 
What proportion of that total we get, I would hate to predic t. On the 
basis of what we have in hand, we should get perhaps 130,000 of the 


209,000. That is in sight. Now, the additional assurances we get will 


increase that total. 
Senator Kiucore. You said you testified before a subcommittee of 


the Judiciary. When was that? 


Mr. McLxop. It was not specifically on that. We covered the 
whole field. 

Senator Kiicorr. When was it, about? The reason I would like 
to dig that up, I have a team working on those amendments right now, 
of the staff, and I am trying to get the thing in shape for next Monday 
morning. 

Mr. McLerop. That is good. 

Senator Kiicore. | thought if you had delineated this definition 
question you could tell me where to find it, and I would dig it up. 
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Mr. McLeop. I think it was late in April, or early May. 

Senator Kintcore. I will try to dig that up. 

Mr. McLeop. I have some data here that [ can supply the com- 
mittee. 

Could I say for the record that this international organiza- 
tion was formerly headed by the late Ambassador Hugh Gib- 
son. This spring at Geneva the member governments elected another 
American, Ambassador Harold Tittman, as a director of ICEM. Mr. 
Tittman naturally is very earnestly devoted to the purposes of this 
committee, and he has sent a cablegram to Mr. Herbert Hoover, Jr., 
Under Secretary of State, requesting especially that the information I 
have provided the committee be inserted in your record so that the com- 
mittee could be fully advised of his and this Government’s interest in 
these funds. He has pointed out that a cut in United States funds 
would inevitably lead to a reduction in the contributions from other 
governments. Thank you for your courtesy, Mr. Chairman. 

(Whereupon, at 12: 15 p. m., the committee recessed until 2 p.m.) 


AFTERNOON SESSION, 2 P. M. 
DrrpARTMENT OF DEFENSE 


STATEMENT OF ADM. ARTHUR RADFORD, CHAIRMAN, 
JOINT CHIEFS OF STAFF 


GENERAL STATEMENT 


Chairman Haypen. The committee will be in order. 

Admiral Radford, we will be pleased to hear from you. You may 
either read your prepared statement, or you may highlight it, as you 
please. 

Admiral Raprorp. I have a statement, Mr. Chairman. 

I appreciate this opportunity of appearing before your committee 
on behalf of the Department of Defense in support of the President's 
request for appropriations for the mutual-security program. <Al- 
though the Department of Defense supports the entire mutual-security 
program, I shall confine my remarks to that portion over which the 
Department of Defense has primary cognizance. That, of course, is 
the military portion of the program; namely, mutual-defense assist- 
ance and the related direct-forces support. 


MILITARY-AID PROGRAM 


The military-aid program is now part and parcel of the United 
States Defense Department program. This fact may not have been 
too apparent when the program of furnishing military supplies and 
training to our allies was in its infancy. Now, however, it is clear that 
the expenditures abroad in support of our alliances do not differ in 
purpose, scope, or objective from our own military expenditures. I] 
can assure you that were it not for the strength which has been gen- 
erated in the past 5 years by our allies—and in most instances made 
possible by our military-aid programs—the requirements of our own 
defense program would be much larger. 
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Our security today is inextricably bound with that of the other 
nations of the free world. It is imperative that all nations partici- 
pating in the mutual-defense-assistance program work in complete 
cooperation in order to obtain maximum effectiveness in the develop- 
ment and employment of forces and facilities. In this mutual effort, 
each ally must play a part commensurate with its capabilities. The 
military-assistance programs have resulted not only in greatly im- 
prov ed collective strength, but they have also made it possible for the 
individual countries of the free world to concentrate on the dev elop- 
ment of those forces which constitute their most effective contribution 
to the whole. Together these nations provide a pool of collective 
strength. If we are to be adequately prepared and simultaneously 
maintain a stable economy for the long pull, the military forces of the 
free world must generally complement. each other and become balanced 
ona global scale. 

This balance can best be attained by each nation contributing to 
the pool those forces and facilities th: at it is most proficient and best 
capable of developing. 


TECHNICAL WEAPONS AND EQUIPMENT 


In view of our vast industrial capacity, technological ability, and 
limited manpower, we believe that the most effective contribution 
which the United States is capable of making consists of complex 
technical weapons and equipment, modern air and naval power, and 
highly mobile offensive combat forces backed up by Ready Reserves. 
On the other hand, we feel that the other allied nations can most effi- 
ciently provide in their own and adjacent countries the bulk of the 
defensive ground forces and local naval and airpower. 

It would be a dangerous misconception to assume that our superi- 
ority in modern weapons has reduced our need for allies. In my 
opinion, the free nations’ coalition can ill afford to let the Iron Cur- 
tain ring down on additional countries of the free world. Commu- 
nist domination means that more resources will be harnessed to their 
war machine, and may be turned against us. Every resource added 
to the Communist bloc constitutes a subtraction from the total of the 
free world. In effect, the relative gain is, therefore, double the appar- 
ent gain. If communism is permitted to gobble up parts of the world 
by 1, the day could come when the Communist bloc would be so 
powerful that no corner of the world would be safe. 


INTEGRAL PART OF NATIONAL-DEFENSE PROGRAM 


The Mutual Defense Assistance Program is an integral part of our 
own national-security program. It is designed to generate essential 
military strength in the free world which is complemented by our 
own national forces. One basic fact which cannot be disregarded is 
that. the United States alone does not have available, nor could we 
maintain on active duty for an indefinite period, the forces necessary 
to match the Communist bloc in manpower at every possible point of 
aggression around the globe. We need each and every one of our allies, 
and they need us, if we are to maintain stable economies at home, and 
at the same time, remain adequately prepared to meet the C ommunist 
threat of aggression, not just this year or next year, but for an indefi- 
nite per iod | ahead. 
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There are many valid reasons why it is more advantageous for \is 
to assist our allies in maintaining their own national forces, especial) 
ground forces, than it is for us to provide United States soldiers. Be- 
sides the lack of such unlimited manpower resources that would be 
required, the costs would be prohibitive even for this country. In 
addition, there is a psychological question of national pride and will 
to resist communism that is most important. Furthermore, our sup- 
port under the military-assistance program has been supplemented by 
large expenditures by many of those allies on their own. In the ag- 
gregate, I am convinced that our mutual-defense assistance program 
is our best instrument for building up and maintaining the collective 
strength of the free world for the common defense. 

We cannot be secure without our allies and they cannot be secure 
without us. It is clearly a case of interwoven self-interest. Our secu 
rity and that of our allies are in reality one and the same. 


BILATERAL AND MULTILATERAL AGREEMENTS 


It was in recognition of this fact that the United States Government 
has developed a series of bilateral and multilateral agreements with 
our allies throughout the world. The expenditures made for equip- 
ping and maintaining United States forces at strategic areas abroad 
are never called aid. Neither should essential expenditures which 
support theme alliances and enable our allies to equip and maintain 
their own national forces in these same strategic areas be looked upon 
as aid. It would be more correct to label them defense alliance ex- 
penditures, designed to safeguard in the most effective manner, and at 
times in the only possible way, the security of the United States and 
of the other free nations of the world. 

Senator Youne. I have often thought it was unfortunate that there 
was not a separation between the military end of this and the give- 
away stuff, to the countries that sometimes have no part in this pro- 
gram to stop communism. 

I think it would be better understood by the public if it was labeled 
a military program. 

Admiral Raprorn. Yes, sir. 

The basic objective of the mutual defense assistance program re- 
mains, as in the past, the preservation of peace. We are at 
to establish the means to prevent war. The amount of $1.125 billion 
for military assistance recommended by the President ae the 
minimum which is necessary to maintain the program and carry out 
our commitments to our allies. Any cut in the program will curtail or 
retard the buildup of forces. In the beginning, at the time the appro 
priations request ran from $4 billion to $5 billion a year, moderate 
sized cuts undoubtedly could have been absorbed without immediate 
or serious damage. 


EFFECT OF REDUCTION IN APPROPRIATION 


However, it is the firm opinion of the Joint Chiefs of Staff that 
any substantial reduction in the size of this year’s request would en- 
danger the military buildup of the free world and would have an 
adverse effect on the security of the United States. The psychological 
impact of reduced appropriations would be felt at once throughout 





MUTUAL SECURITY APPROPRIATIONS, 1956 111 


the world. It would further delay the attainment of the military 
balance of forces. It would postpone the fulfillment of a large part 
of specific commitments made by the United States to several coun- 
tries participating in the program. <A reduction in appropriations 
would necessitate drastic reductions in the amount made available for 
spare parts and for the maintenance and replacement of equipment 
previously shipped. Also it would curtail the military training pro- 
erams with consequent loss in effectiveness of forces. if this program 
fails and its objective of preventing war is not realized, then we can 
only reflect that the sum being requested is very small in comparison 
with the cost of war. 
COST OF WORLD WAR II 


World War II cost us on an average of over $7 billion a month. 
Based on that experience, the amount requested $1.125 billion, would 
run a major war for about 5 days, and probably less, when we con- 
<ider the higher costs of everything today. This fiscal comparison, 
furthermore, does not take into account the much more important con- 
siderations such as loss of lives and human suffering. 

{ am keenly aware of the responsibility which this committee has 
in determining the proper amount of money that should be appro- 
priated. 

In this statement I have tried to outline to you how very important 
the Joint Chiefs of Staff consider the mutual defense assistance pro- 
gram is to the security interests of the United States. 

Chairman Haypen. The Senators present can correct me, but it 
seems to me our immediate problem is, Just how bad an effect would 
ithave? That is, we are told that you have from previous appropri- 
ations some $6,700 million and if we gave you your request here, we 
are adding an additional billion dollars to it. 

Compared to the total of previous appropriations, $420 million does 
not look like very much money. 

Admiral Raprorp. I would like to try to explain my feeling about 
it. 

Chairman Haypen. Where does the pinch come in? 


CONTRACT AUTHORITY SYSTEM 


Admiral Raprorp. Senator, first I go back to the old days when it 
was the practice of the Congress to appropriate each year the money 
that we thought we would actually spend during the next fiscal year. 
If we had long-range programs, building ships | or buying airplanes, 
or other long-lead time items, we predicted what we thought we would 
have to spend on those contracts during that year and we got an 
annual appropriation that covered our actual expenditures. 


DIFFERENT APPROPRIATING SYSTEM 


Now the procedure has shifted, not only in this program, but also 
in all the Defense Deparment appropriations, to a different system. 
Now when the Congress approves a request for several thousand air- 
craft or a large ship or a lot of tanks the total amount of money is 
appropriated at that time. In other words, we have the money in 
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the bank before a contract is made, although delivery of the item 
and expenditure of the money may be in ‘another fiscal year. It 
may be spread out over 2 or 3 years, yet every year somebody brings 
up the point that the Defense Department has large, unexpended 
balances. 

In the vears 1950, 1951, and 1952, after the Korean war started, 
there were very large appropriations made which could not be spent 
for several years because the factories had to tool up and production 
had to get going, with the result that 2 years ago when I came here we 
had some $62 billion of funds appropriated that had not been ex- 
pended. TLlowever, they had all been obligated for specific programs. 

In other words, the money was in the bank ready to pay the bill 
when the equipment was delivered. 

The same thing is true in the mutual security program. 

In the beginning of this program the sums of money appropriated 
were very large, from four to five billion dollars a year. That was 
at the time when we were trying to generate in Europe the military 
strength of the NATO and we m: ade : agreements with our Allies to de- 
liver so much military equipment for so many forces. Those forces 
were large, the equipment was expensive, and the total bill was very 
large. 

Now, some of the equipment for this program that was approved 
by the Congress in making those appropriations 2 or 3 years ago has 
still, some of it, not been delivered. We are reducing the undelivered 
backlog of materiel, but we didn’t in the beginning have the capacity 
in this country to produce equipment in a hurry. 

So those early programs are still going on and this unexpended 
balance represents the cost of undelivered equipment, all of which has 
been programed and promised to those countries. 

Now, we come along to the smaller programs. Most of this year’s 
money, or a good portion of it, is programed for smaller programs 
and in small but important countries, where we are endeavoring to 
start programs. 

So if this bill is reduced by the amount of money, $420 million, it 
will immediately affect some of these smaller programs we have in 
these countries. The material that they need and we would furnish 
to them is not, in most cases, the same equipment that we would have 
programed for some other countr y. 

Chairman Haypen. I can understand that. For example, this pro- 
gram started before the Korean war. Then we had to say to the 
European countries that we propose to rearm, “We cannot send you 
these arms because we need them in Korea. 

They understood it and that was all there was to it. You would 
have one way or another some five or six billion dollar total of appro- 
priations available. 


BINDING NATURE OF COMMITMENTS 


Is there enough flexibility that you could explain to some particular 
country that “You were told we were going to give them a certain 
thing this year, but now we are little short: we have to take care of 
something else”? Are there commitments firm and binding so that 
you cannot get out of them 4 
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Admiral Raprorp. No, sir; not so much that way. It is mainly be- 
cause we have contracted for the material. 

In other words, most of the money that you are discussing is already, 
most all of it is, actually obligated for a particular type of. equipment. 
Say we are buying some naval vessels. The contracts have been let. 
Those vessels are being built, and we are supposed to pay for them. 

It is not the recipient countries we have to go to. 

We have to go to the yr nm ig and say, “Now, we planned 
to take delivery y on this ship this year, but we are not going to do it. 
Instead, we are going to take that money and put it somewhere else.” 
That does not take us off the hook with the man we made the contract 
with. We are still obligated to pay for that ship when we do even- 
tually take delivery. 

Chairman Haypen. From what you say your main difficulty would 
be to explain to American contractors, or if the work was being done 
broad, to the contractor engaged in it there, that you could not pay 
him ¢ 

CANCELLATION OF CONTRACTS 


Admiral Raprorp. Yes, sir; we would have to cancel the contract 
which always costs a lot of money, or in some cases the services would 
have to absorb it. A great many of our common items are bought by 
the United States Army, Navy, and Air Force. They would have to 
meet the cost of the contract and if they did that they could not pur- 
chase some of the equipment which they were going to purchase and 
which might be different. 

It isa very confusing picture. 

The only new money we have to start some of these programs is the 
money we have in this bill. I think you can give the details, General 
Wilson, on some of it—the effect of this reduction is going to be felt 
on some of the smaller countries where some of our programs are 
newer and also in the Far East and Korea and Formosa and the Phil- 
ippines, where we are trying to generate or maintain real strength. 

[t makes a great deal of difference to us. 

Chairman Flaypen. Senator Dirksen, do you have some questions? 

Senator Dirksen. Yes; but I thought General Wilson was going to 
sit up to the table. 


HOUSE COMMENT ON REAPPRAISAL OF OBLIGATIONS 


Admiral, I want to refer for a moment to the House report because 
we will have to deal with it. They say on page 2: 

The committee is firmly convinced that a careful reappraisal of all obligations 
on the books would free large amounts of money to finance future programs. 

I assume from your testimony that you wholeheartedly disagree 
with that. 

Admiral Raprorp. I do, Senator, and I must say that I have tried 
very hard in the course of the last 2 years in specific instances where 
we have wanted money to start another program to find out if there 
was that flexibility in this appropriation. I cannot find anything to 
-upport that statement. 

I am not a financial expert on the details. General Wilson can 
testify to that, but I do not believe that it is correct. 
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Senator Dirksen. Is it your judgment that if we had started dif. 
ferently with this program, that the results from the standpoint of 
appropriations would have been infinitely more satisfactory in this 
sense, that we would authorize a program and then you would say 
to Congress, “It looks as if this program is going to take 4 or 5 years 
and for the first year we will spend : so much, but the authorization is 
on the books and once we start we know it is firm. So each year 
vou will give us as much money as we believe we can spend, not 
that the authorization is firm. 

That is the way we always did it, as you recall. 

Admiral Raprorp. That is right. 

Senator Dirkson. If we authorized a battleship, vou knew it would 
not. be sliding down the ways and completed until 5 years, it cost $150 
million. The first year three million for plans, the second year 
twenty million, the third year some more, until completed, always 
there were these increments until you could spend them. 

As I understand it, when this program got underway, some of our 
foreign neighbors knew that one Congress could undo what another 
Congress did and they felt infinitely better about it if the money was 
actually on the shelf instead of a mere authorization, so that you 
could put your hands on it and Congress could not very well take it 
away from you without a violation of good faith. 

So actually this program is on a money basis instead of an author- 
ization basis with yearly increments to carry on. If that were the 
case, you probably would not get these big backlogs. 

Admiral Raprorp. I do not know when that change in the form 
of our appropriations was made, but it was sometime after the end of 
World War II, I believe. But all we need in advance of every year 
is the authorization to program. 

Say we talk to Pakistan and we discuss a program that will extend 
over 3 years because it takes sometime to get it going. We do not 
want to deliver the equipment on the dock before they are ready for it 
and we know they can take care of it, but we do like to talk about a 
5- year program. 

‘We don't need all the money for that program. We do need the 
authorization to proceed with the negotiations on a good faith basis. 

That is the problem we constantly face. It also occurs in the regu- 
lar Defense Department expenditures and we get criticized for the 
large amounts of unspent funds, too. 

Senator Dirksen. In a balance sheet, of course, these large unspent 
amounts that are obligated but not spent do not look too impressive 
to the average reader, ‘of course. 

Admiral Raprorp. That is right. 

Senator Dirksen. But if there is no way of saving those with whom 
we are entering into an arrangement to build up an Army, Navy, or Air 
Force in a given country and if they are not happy on the ground that 
there is nothing more than a naked obligation and the money to go 
with it, is not ac ctually i in your hands, they. begin to wonder whether or 
not some future Congress is going to undo the program. 

(Discussion off the record. y 
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TRANSFER OF KOREAN PROGRAM TO MUTUAL SECURITY 


Senator Dirksen. Are we correct in the assumption that this year 
for the first time the military fund for Korea, which had heretofore 
been carried in the regular Defense Department appropriation bill, 
will now become a charge on the funds in the mutual-security appro- 
priation ¢ 

Admiral Raprorp. That is correct. I am not positive about the 
nonmilitary part of it. 

Senator Dirksen. No, the military. 

Admiral Raprorp. I am only talking about the military part. 

Senator Dirksen. That would include also direct forces support, 
which is an item in this bill. 

Admiral Raprorp. Yes. From now on it will include the cost of 
additional equipment we furnish to the Korean armed forces. 

Senator Dirksen. So it might be said in fact that to the extent 
that money will be taken out of this bill, actually it constitutes a reduc- 
tion either in this bill or the other bill. 

Admiral Raprorp. That is right. We have to meet this Korean 
commitment; that is all there is to it. We are embarked on that. 
It is not one that we can shut off. 

Senator Dirksen. It is sixes and sevens whether you carried extra 
money or extra functions or carry less money. So when you put an 
extra responsibility for Korea in this bill and you say that is 
about * * * million dollars—— 

Admiral Raprorp. Overall. 

Senator Dirksen. Yes, that is tantamount almost to a reduction in 
the program itself. 

Admiral Raprorp. It would have to be. 


BUILDUP IN NORTH KOREA 


Senator Dirksen. I noticed in the Asian reports that there was a 
very substantial buildup in North Korea both in respect to additional 
airfields, additional planes that have gone in, and ostensibly a viola- 
tion of the truce agreement we had out there. 

Is there something you can say on or off the record which would 
indicate how touch and go that picture really is at the moment? 

Admiral Raprorp. Yes, sir. I could furnish to the committee a 
copy of the long statement that was made at a meeting of the Military 
Armistice Commission the other day on the violations of the military 
armistice agreement by the Communists. We gave them a detailed 
justification. 

I would like to furnish it to the committee. 

Senator Dirksen. I think, Mr. Chairman, that would be a good doc- 
iment which should be included in this hearing. 

Chairman Haypen. Without objection, that will be done. 

(The statement referred to follows:) 

JuLY 6, 1955. 
From: Commander in chief, United Nations Command, Tokyo, Japan. 
To: Department of the Army, Washington, D. C. Pass to State Department. 
Number : Z44167. 


1. Following is verbatim text of statement made by senior member United 
Nations Command, Military Armistice Commission, at 60th meeting of Military 
Armistice Commission held July 5, 1955. 
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2. A concept basic to the establishment and maintenance of the armistice in 
Korea was that the balance which existed between the military forces of the 
opposing sides on July 27, 19538, would not be altered thereafter by the opposing 
commanders through the introduction of reinforcing military personnel or 
combat materiel. Provisions for implementing this basic concept were Clearly 
spelled out in detail in paragraph 13 of the armistice agreement. 

Shortiy after the signing of the armistice became apparent to the United 
Nations Command that the Korean Peoples Army/Chinese Peoples Volunteers 
(KPA/CPV) were resorting to every possible subterfuge to avoid compliance 
with the provisions of paragraphs 18 C and D of the armistice agreement 
Whereas the United Nations Command submitted its first combat materiel and 
personnel report as prescribed in paragraphs 13 © and D of the armistice agree 
ment on July 28, 1953, the day following the signing of the armistice, it was not 
until September 12, 1953, that your side submitted its first report of rotation 
personnel and not until October 6, 1953, that you submitted your first combat 
materiel report. Your first personnel report dated September 12, 1953, instead 
of reflecting actual arrivals and departures merely listed 964 departures and 0 
arrivals for the 24-hour period of September 15-16, 1955. Apparently you would 
have the United Nations Command and Neutral Nations Supervisory Commission 
believe that from July 28 to September 15, with a military force exceeding 
£200,000 men, the majority of Whom came from Red China, not 1 soldier arrived or 
left Korea during that 7-week period. 

Your first Combat materiel report of October 6, 1953, reflected an outgoing 
shipment of four 57-millimeter antitank guns with 20 rounds of alnmunition, and 
it was not until February 9, 1954, that you submitted your first legitimate 
combat materiel report reflecting an incoming shipment covering one 37-milli- 
meter antiaircraft gun. Again, you would apparently have us believe that you 
could logistically support your huge military force in war-torn and ravaged North 
Korea for the entire first 6 months of the armistice without a single incoming 
shipment. 

That the United Nations Command has continued scrupulously to comply with 
provisions of 13 C and D is reflected in the following figures taken from the 
official records covering the first year of the armistice. From July 27, 19553, 
to July 31, 1954, the United Nations Command submitted 870 personnel reports 
covering 287,345 permanent arrivals and 362,122 departures. During this same 
period the KPA/CPV side submitted only 42 reports covering the ridiculous 
figures of 12,748 permanent arrivals and 31,201 departures. 

The United Nations Command during this period submitted 1,057 combat 
materiel reports covering the movement of 9,717 combat aircraft, 1,084 armored 
vehicles, 194,385 weapons, and 886,828,087 rounds of ammunition. 

The KPA/CPV side, on the other hand, submitted only 24 combat materiel 
reports covering the movement of zero combat aircraft, 14 armored vehicles, 1,848 
weapons, and 746,500 rounds of ammunition. 

The United Nations command established a system and procedures to insure 
that all incoming and outgoing combat materiel and personnel were shipped only 
through designated ports of entry and took necessary measures to facilitate free 
and open inspections of these shipments by the neutral nations inspection teams. 
The KPA/CPYV, on the other hand, established no such system or procedures, 
failed to use your designated ports of entry and resorted to every conceivable 
pretext to circumvent the provisions of 13 C and D. Attempts by the Swiss 
and Swede members of the Neutral Nations Supervisory Conimission to carry 
out their functions of inspection and observation were effectively blocked by the 
Czechs and Poles. The relative merits of the inspection system established in 
the south as compared with that established in the north was the subject of 
considerable discussion and deliberation by the Neutral Nations Supervisory 
Commission. In the 107th plenary session of the Neutral Nations Supervisory 
Commission on February 238, 1954, General Wacker, the senior Swiss member. 
made these observations: “In the south, rotation takes place every day and every 
hour in all ports of entry with the exception of 1, whereas in the north some 
spare parts are shipped out once a month through 1 or 2 ports of entry and then 
introduced again a few weeks after. I have never heard anything about rotation 
of aircraft, armored vehicles, or even complete weapons and ammunition in the 
north. I think we have the right to ask ourselves how it is possible that ar 
army counting several hundred thousand soldiers can be logistically supported 
by the amount of material as shown by the figures which are being submitted 
to us * * * jn the south the teams control all material being brought into 
Korea—a control which is being carried out, thanks to documents submitted by 
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the local authorities (load manifests, ship manifests) as well as by means of 
inspections on the spot. I emphasize the fact that in the south these documents 
and inspections concern noncombat material as well as combat material. In 
contrast to this, we find that in the north not more than 2 to 4 inspections of spare 
parts of war material have been carried out every month only in the ports of entry 
of Sinuiju and Manpo.” General Mohn, the senior Swedish member of the Neu- 
tral Nations Supervisory Commission, observed that, “Gradually the teams in 
the south secured an insight in the movements of all cargo in their respective 
ports of entry. The Polish and Czechoslovakian members of the teams were 
only too eager to inspect all sorts of goods which did not even remotely have 
any connection with combat material. They were not in the slightest embar- 
rassed by the restrictive interpretation of the armistice agreement apparently 
held by their principals in Panmunjon. Well, what happened in the north? 
As we all know, the teams in North Korea had to wait an unusually long time 
pefore they found anything to put their teeth in. They wandered about aini- 
lessly in their ports of entry, not knowing exactly what to do.” 

The airfield situation that existed in the territory under your control at the 
time the armistice agreement was signed is well known by your side as well as 
ours. All airfields under the control of the KPA/CPV had been under continuous 
attack and were inoperative. Photographs taken by the United Nations Com- 
mand on July 27, 1955, prove that on that date the KPA/CPV had no air force 
and not one usable airfield. Our side has presented these official photographs 
to the Neutral Nations Supervisory Commission and the evidence disclosed by 
them has never been challenged or refuted. 

Within a few months after the armistice agreement was signed our radar 
surveillance detected continuously increasing jet aircraft activity in the terri- 
tory occupied by the KPA/CPV side. Such radar detection was irrefutable proof 
of your violation of paragraph 18 D. 

On September 21, 1953, this evidence was further confirmed when Sr. Lt. Ro 
Kum Suk, a KPA/CPYV pilot officer who deserted from the KPA CPV side, landed 
at a Republic of Korea airport and surrendered a MIG—15 combat aircraft which 
had been illegally introduced into KPA/CPV territory in defiance of paragraph 
13D of the armistice agreement. This pilot offered irrefutable proof that from 
July 27, 19538 until September 21, 1955, he was engaged in the air moyement ot 
MIG—-15 aircraft. These combat planes were introduced into the territory under 
the military control of your side subsequent to the signing of the armistice agree- 
ment and in direct and willful violation thereof. This pilot had personally 
observed at least SO combat aircraft that were brought into the territory of your 
side contrary to paragraph 13 D. 

iaced by this serious development and possessed with irrefutable evidence, 
the United Nations Command, on October 12, 1953, lodged its first official protest 
against the KPA/CPV for violating the provisions of paragraph 13 D of the armis- 
tice agreement by the illegal introduction of aircraft into the territory under 
your control. The United Nations Command requested the Neutral Nations 
Supervisory Commission to conduct an investigation on an airfield near Uiju, 
where such aircraft were definitely known to be located. Despite the attempts 
of your Czech and Pole members on the Neutral Nations Supervisory Commis- 
sion to forestall this investigation, the Neutral Nations Supervisory Commission 
finally agreed to dispatch a mobile inspection team, but due to collusion between 
the Czech and Pole members of the mobile inspection team with the KPA/CPV 
inilitary representatives at the scene of the investigation, you were successful in 
thwarting any realistic investigation. Documents requested by the Swiss and 
Swede members .of the team were refused on grounds that they were secret, 
requests by Swiss and Swede members to conduct inspections at the railroad 
station and other shipping points around the Uiju airfield were denied, and visual 
observations of the Uiju airfield were carefully restricted and controlled to insure 
that the team would observe ho incriminating evidence. 

Based upon new and additional evidence of your continued secret air force 
buildup, on February 9, 1954, the United Nations Command lodged its second 
official protest against your illegal introduction of combat aircraft. A letter 
was dispatched to the Neutral Nations Supervisory Commission outlining our 
charges and requesting that mobile inspection teams be dispatched to conduct 
special observations, inspections, and investigations at the following airfields : 
Pyong-Ni, Taechon, Pyongyang East, Uiju, Pyongyang Main, Sinuiju Northeast, 
Wonsan, Saamcham, and Sunan, as well as road and rail bypasses in the vicinity 
of the ports of entry of Sinuiju, Chongjin, and Manpo. 
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Although the Swiss and Swedish members of the Neutral Nations Supervisory 
Commission were in favor of displacing the requested mobile inspection teams, 
the action was blocked by the veto power of your Polish and Czech comrades, 
and the investigation was thereby prevented. Previously, General Bures, 
Czechoslovakia, on January 29, 1954, had summed up the attitudes always taken 
by the Czech and Polish members in regard to United Nations Command requests 
for investigations when he said, “All accusations against the KPA and CPY 
side are nothing but groundless fabrications * * *.” Later, February 10, 1954, 
Colonel Bibrowski, Polish member, in speaking of a United Nations Command 
request for a mobile inspection team, states, “The Polish delegation cannot 
agree to consider such a request and in no case is it ready to comply with it.” 

From the actions of your side and the actions of your unneutral Czech and 
Pole representation in the Neutral Nations Supervisory Commission on this 
and the previous United States Command protest it became obvious that any 
realistic neutral inspection of your illegal activities was virtually impossible. 
Although the United Nations Command was organized throughout the following 
vear of your continued illegal air force buildup, it was not until vou overtly 
employed your illegally amassed airpower on February 5, 1955. by making an 
unprovoked attack against United Nations Command aircraft on a routine 
training mission over international waters that the United Nations Command 
lodged another protest against your side. 

In the military armistice commission negotiations on this incident vou inad- 
vertently admitted that your own MIG aircraft participated in this air battle. 
This admission constituted conclusive corroboration of your illegal introdue- 
tion of combat aircraft, of not making the proner combat materiel reports, 
and of bypassing the designated ports of entry, all in violation of the armistice 
agreement. 

The third official protest against your illegal introduction of combat materiel 
was, therefore, made by the United Nations Command on February 21, 1955. 
Again the complaint was spelled out in detail, “The United National Command 
charges that the KPA/CPV have between the dates of July 27, 1953, and Febru- 
ary 5, 1955, introduced into the territory under the military control of their 
side combat aircraft of the MIG-type, arms, and ammunition therefor, in excess 
of combat aireraft of the MIG type, arms, and ammunition therefor in the 
territory under the military control of the KPA/CPV side on July 27, 1953, 
and have failed to report them in the prescribed manner and form to the Neutra! 
Nations Supervisory Commission, in violation of paragraph 13.D and other 
provisions of the armistice agreement.” 

Again the United Nations Command requested a mobile inspection team 
investigation of six airfields where your illegally introduced MIG aircraft 
were known to be based. Again your Czech and Pole cohorts on the Neutral 
Nations Supervisory Commission ably represented your side and successfully 
stalled the disnatch of the mobile inspection teams for 1 week, enabling you 
to fly your MIG’s away from the bases to be investigated and otherwise remove 
or hide incriminating evidence. That most of your MIG’s were flown out was 
irrefutably established by our radar surveillance. When the mobile inspection 
teams reached your airfields, every effort of the Swiss and Swede members to 
make full and impartial investigations was thwarted by the Czech and Polish 
members, just as they had thwarted the investigation at Uiju in October 
1953. Although the official reports submitted by these teams reveal that at 
least 88 MIG’s were observed on those fields, the Czechs and Poles vetoed 
requests by the Swiss and Swedes for available documents which could have 
established the dates when those aircraft were brought into the territory under 
your control. It is significant to note that these documents were the same 
type documents that were freely offered by the United Nations Command side 
to mobile inspection teams operating in the south. 

On May 10, 1955, again your illegally introduced aircraft made an unpro- 
voked attack against United Nations Command aircraft on a routine training 
mission over international waters. On May 13, 1955, the United Nations Com- 
mand lodged a strong letter of protest against the KPA/CPV for this hostile 
act and for the fourth time charged your side with illegally introducing combat 
aircraft in violation of the armistice agreement. 

An analysis of the official reports submitted by the United Nations Command 
and the KPA/CPV covering combat materiel shipments for the period July 28, 
1953, to May 31, 1955, reflects the following: 
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The United Nations Command has submitted 1,969 combat materiel reports, 
covering movement of 16,141 combat aircraft, 2,492 armored vehicles, 447,803 
weapons, and 608,386,231 rounds of ammunition. 

The KPA/CPV has submitted 162 combat materiel reports, covering the move- 
ment of zero combat aircraft, 245 armored vehicles, 144,808 weapons, and 50,674,- 
619 rounds of ammunition. I repeat, in the first 22 months of the armistice, 
despite the fact that you have twice openly employed your illegally acquired 
combat aircraft in large numbers in hostile and unwarranted attacks against the 
United Nations Command, your side has not yet submitted the report covering 
the movement of combat aircraft in or out of Korea. 

At approximately 1:15 p. m., June 21, 1955, Senior Lieutenant Lee Un Yong, 
pilot, and Junior Lieutenant Lee In Son, navigator, both members of the Korean 
People’s Armed Forces Air Force, after defecting from your side and leaving 
Pyongyang Main airfield, landed at Seoul airbase and surrendered a YAK-18 
aircraft to our side. These men have also surrendered themselves and have asked 
for asylum from the tyranny and abuse they suffered under your control. This 
has been granted. Moreover, they have offered to make their full contribution 
toward the defeat of your iniquitous conspiracy. 

Your side will recognize their names. They are men who have held positions of 
high trust and responsibility in your forces. Senior Lieutenant Lee, the pilot, 
has served 8 years and 6 months in your armed forces. He graduated from 
the Air Academy in Chkalov, U. 8S. S. R., and the Air Officers’ School in Yenchi, 
Manchuria. Your side has rewarded him with the 3d Class Order of the National 
Flag Medal, 2d Class Order of the National Flag Medal, 2d Class Freedom 
and Independence Medal Air Merit Medal. Senior Lieutenant Lee was a member 
of the Korea People’s Armed Forces Air Force, 858th Independent Night-Bomber 
Kegiment. 

Junior Lieutenant Lee In Son has served in your forces for 4 years and 9 
months. His services have been rewarded by the presentation of the Merit Medal. 
He was a member of the Korean People’s Armed Forces Air Foree, 858th Inde- 
pendent Night-Bomber Regiment. 

Senior Lieutenant Lee, the pilot of the YAK-—18 aircraft. was stationed at Pyon- 
vong Main airfield from July 1953 until September 1254 and again from Feb- 
ruary 1955 until June 21, 1955, the date of his defection. The navigator was at 
Pyongyang Main from July of 1953 until his defection with Senior Lieutenant 
Lee on June 21 1955. Both men had made frequent and regular flights to other 
principal bases used by your air forces. Consequently both men were well in- 
formed on the airfield development in North Korea, and the strength, com- 
position, develoyment, and operations of your illegally established air force. 

I now present you with the evidence provided freely and voluntarily to our 
side by these 2 former members of your Air Force: 

1. The YAK-1S8 aircraft which Senior Lieutenant Lee and Junior Lieutenant 
Lee flew from Pyongyang Main to Seoul on June 21, 1955, bears serial No. 8715. 
The YAK-1S is fitted with 1 underwing bomb rack under each wing, and each 
rack is capable of carrying a 100-kilogram bomb. Senior Lieutenant Lee stated 
that, while stationed at Antung, Manchuria, he flew aircraft of this type in night- 
bombing combat operations from October 1951 to March 1952, and that he has 
flown 600 hours in this type of aircraft, of which 200 hours were in combat. The 
YAK-18S in which the defectors came to Seoul is a combat aircraft as defined 
by the Military Armistice Commission ; it was brought to Korea in April 1954 in 
direct violation of paragraph 13 D. 

2. Although we know, and our photographs taken on July 27, 1953, prove, 
that at the time of the armistice agreement there were no airfields in the terri- 
tory under your command capable of supporting combat aircraft, these defectors 
have stated that Uiju, Sunan, Sunchon, Pyongyang East (Mirim-Ni), and 
Onkong-Ni have been restored to full operation and are supporting combat air- 
craft. Our radar tracks have verified the flying activity at these fields. The 
defectors also stated that more fields are being built to support the growing 
Strength of the Korean People’s Armed Forces Air Force. This is further 
evidence of your expanding Air Force strength. 

3. The 2 defectors were stationed at Pyongyang in March 1955 during the 
period mobile inspection teams 6, 7, and 8 were conducting their investigations. 
Senior Lieutenant Lee and Junior Lieutenant Lee provided specific information 
on steps your side took to remove, disguise, and conceal incriminating evidence 
during the mobile inspection-team investigations. Among the ruses employed by 
your side were the following: 
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A. Your side flew many combat aircraft away from the inspected airfields 

B. Your side hid combat aircraft in ravines in the hills in the vicinity of the 
airfields and camouflaged them. 

C. Your side dismantled some of the aircraft and concealed them. 

D. Your side stationed heavy guards about the hiding places and prevented 
inspection of these areas by the mobile inspection teams. 

E. Your side arbitrarily reduced the boundaries of the airfields, thereby 
restricting the scope of the mobile inspection team inspection. 

F. Your side prepared false testimony by long, detailed coaching of probable 
witnesses and by substituting politically indoctrinated higher ranking officers 
for lower ranking officers by switching insignias. 

G. Your side delayed the assembly of newly arrived combat aircraft at Taechon 
by leaving them in their crates until the mobile inspection team investigations 
were completed. Senior Lieutenant Lee, who reads Russian, noticed the wording, 
“Kiev Aircraft Factory,” on tags attached to one of his unit’s combat aircraft 
This aireraft’s log book showed that the plane left the Russian factory in 
March 1955. 

4. The defectors have also stated that since the signing of the armistice agree 
ment the illegal build-up of the Korean People’s Armed Forces Air Force has 
been taking place, so that at the present time there are more than 300 combat 
aircraft, the majority of which are jet fighters of the MIG—15 type. This has 
also been confirmed by our radar and by the incidents where our aircraft have 
been attacked over international waters by Korean People’s Armed Forces Ai: 
Force fighters. 

5. The 2 defectors confirmed the fact that the MIG—15 jet fighters, which 
attacked United Nations planes over international waters on the 5th of February, 
1955, and on the 10th of May, 1955, flew from bases in the territory under the 
military control of your side, and that these MIG aireraft belonged to your 
air forces. 

The information provided our side by your two most recent defectors merely 
served to confirm existing evidence and provide another link in the long chai 
the United Nations Command has constructed to irrefutably prove your illegal 
air force build-up. 

I have presented to you today the official record of your continuous and 
numerous violations of paragraph 13.D., paragraph 17, and other fundamental 
provisions of the armistice agreement, throughout the armistice period. It 
stands as monumental evidence to the United Nations Command and the free 
world of your complete insincerity, dishonesty, and utter lack of integrity. 
The combat forces, and particularly the air forces, that you have built up illegally 
and covertly since the signing of the armistice, constitute a grave situation which 
threatens seriously the very structure and stability of the armistice itself. 

The United Nations Command, at this time, lodges the strongest and most 
serious protest made against your side since the signing of the armistice and 
charges that, through your willful, deliberate, and illegal build-up of your com 
bat forces, you have: 

1. Flagrantly violated every basic provision of the armistice agreement, in 
cluding the spirit and intent of that document. 

2. Clearly demonstrated your aggressive intent of acquiring a favorable mili 
tary position over the forces of the United Nations Command, 

The United Nations Command demands that: 

1. You provide the United Nations Command, without delay, an accurate a 
counting of all combat material and combat aircraft introduced into the terri- 
tory on your side since the signing of the armistice. 

2. You immediately provide the Neutral Nations Supervisory Commission wit] 
corrected combat materiel reports which reflect the mass of combat materiel 
and hundreds of aircraft you have illegally introduced into Korea. 

3. You cease immediately the illegal introduction of additional combat mate 
riel and combat aircraft into the territory of your side. 

We have listened since last summer to the soothing music of your peaceful 
propoganda and your expressions for a free and independent united Korea, while 
at the same time contending with your continued willful and flagrant viola 
tions of the armistice agreement, your hostile and aggressive actions, and your 
murderous and inhumane atrocities. The time has come to demand that the 
powers who are directing your iniquitous activities start trying to reconcile 
your Dr. Jekyll with your Mr. Hyde. 
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VIOLATION OF ARMISTICE PROVISIONS 


Admiral Raprorp. ‘They have violated the armistice provisions. 
They have built up a large air force in Korea which didn’t exist at 
the time of the armistice. There were no operating airfields at all 
in North Korea at the time of the armistice. We h: id photographs of 
them within 2 or 3 days of the armistice. Under the terms of the 
armistice they were allowed to construct certain airfields for civilian 
use and to repair them. They went further and we now find that 
they have now a number of operating airfields with combat aircraft 
that have been introduced into North Korea since the armistice. 
They have delayed and evaded any inspection system. They have 
not made the reports that we have. ‘They have introduced new equip- 
ment. And this document that I will furnish the committee shows 
that in considerable detail. 

We have lived up to the terms of the armistice very strictly, to such 
an extent that we have had to withdraw some of our air squadrons be- 
cause we could not replace the aircraft. I mean a certain type of air- 
craft was no longer in production and the armistice required that if 
you introduce an aircraft you had to replace it with one of similar type 
and capability. All our new types of aircraft are much better than the 
ones we had, so we could not reequip these squadrons. 


BUILDUP OF KOREAN ARMY 


Senator Youne. Is the buildup of the South Korean Army on our 
part in accordance with the armistice agreement 4 

Admiral Raprorp. Yes, it is. We have not introduced any addi- 
tional equipment. We had a lot of equipment in there for our own 
Armed Forces which were much larger. 

So when they withdrew we left the equipment in Korea. It was 
actually in South Korea at the time of the armistice and we were 
entitled to keep it there. We would be entitled to put the United 
States soldiers back in there. 

The armistice, if I recali it correctly, did not limit the size of the 
South Korean forces. 


HOUSE COMMENT ON JUNE OBLIGATING ACTIVITY 


Senator Rorerrson. Admiral, in explanation of the cut of $420 
inillion the House committee used this language: 


The committee is advised, despite this understanding— 


referring to the understanding that the $420 million would not be 
obligated— 


and without prior consultation with the committee, that the amount of approxi- 
mately $614 million was reserved on June 30, which has the effect of continuing 
these funds available in fiscal year 1956. This hurried action on the last day 
of the fiscal year appears to be somewhat at variance with the testimony before 
the committee by Mr. Struve Hensel, Assistant Secretary of Defense for Inter- 
national Security Affairs, as follows: 

“There has been no rush to obligate, and, as a matter of fact, you will see that 
I have been most reluctant both to spend and to obligate unless we were sure, 
and I would not want to tackle this $620 million just to meet an estimate I made 
and try to obligate some $500 million in the next 10 days. I just would not want 
to do it, and if I have to pay the price of losing the money for it I am prepared 
to do it asa citizen. I will not rush out and do it.” 


1 UF MIUNIGAN Lii 


oii 





PiMnHanice 


is 
« 
C 
C 
» 
" 
- 
C 
2 


122 MUTUAL SECURITY APPROPRIATIONS, 1956 


I would like you to say who did do it, why they did it, and how it 
was that on the last ds ay of the fiscal year they could make a calm and 
accurate appraisal of needs which had not been ascertained prior to 
that time. 

Admiral Raprorp. Senator Robertson, I am not in on the details of 
the finances. 

Senator Roperrson. But you told us that we have made commit- 
ments that we should be permitted to carry out. 

Admiral Raprorp. I feel we have. 

Senator Roperrson. You mentioned Korea. Of course, we know 
vou have to carry on with Korea. We have had them for 5 years, 
We will have them as long as the cold war continues, and m: avbe some 
time afterward, but certainly you did not have to wait until June 30 
to find out what you needed in Korea. That evidently was not one 
of your commitments: or was it? 

Admiral Raprorp. T understand that Assistant Secretary McNeil is 
going to be here to testify on the details with respect to finances, but I 
can tell you some of the problems we run up against. 


CHANGES IN STATUS OF OBLIGATED FUNDS 


When Congress passes an appropriation bill it does not mean that 
the money becomes automatically available to the military depart- 
ments to spend. Last summer when this military bill was passed it 
contained some provisions about changing, as I recall it, the status 
of obligated funds. The bill did not pass until about the first of 
August and the first thing that had to be done was to review the whole 
balance that we had on hand, these several billion dollars, to determine 
what was obligated and what was not obligated under the new rules 
of obligation. 

REVIEW OF BALANCES 


That took a long time. At the same time the money that was ap- 
propriated for the new program was not what we had planned, so that 
had tobe all redone. Where the appropriation did not fit the program 
that we had planned we had to make an entirely new plan. And that 
whole exercise resulted in practically having the appropriation frozen 
up until some time after the end of March, or the first of April. 


BUREAU OF THE BUDGET APPORTION MENTS 


The expenditures are further complicated by getting a release from 
the Bureau of the Budget. The programs that were released here in 
the last part of the year were programs which the Defense Department 
was ready to implement, but we weren’t able to get the fund released 
by the Bureau of the Budget. 

Senator Ropertson. I can understand the validity of everything you 
say, yet the fact remains that on June 20, the top man in the Pentagon 
responsible for this whole program, and who presumably knew all 
about it, because I talked to Hensel and he is a very able man, said 
that as to this $640 million you did not have satisfactory plans and 
he was not proposing to jump in and spend it just to meet a deadline 
and totiethemup. He knew all of the handicaps. 
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If he had said, “Well, on two or three hundred million dollars of this 
we have been so handice upped I will have to obligate that in the next 10 
days,” but he said, no, we do not have the plans; we do not know how 
to do it properly. 

That is what disturbed Congress because $640 million is no small 
amount of money. 

The people of the Nation who have to pay for this are wondering 
whether or not Congress is so lavish in its expenditures for these 
various programs that when we come to approach a deadline and the 
money under the terms of the new bill is going to revert with the 
exception of $200 million that they just g eet in and obligate it here, 
there and yonder. That is what disturbs C ongress, and its con- 
stituents. 

Senator Dirksen. May I intrude for a moment ¢ 

Senator Ropertson. Yes. 

Senator Dirksen. We went into this rather thoroughly because it 
disturbs me as much as it does you. Here is what happened and I 
think I am correct about it. 

Senator Roserrson. I read that testimony. He said: 

Yes, under the Mansfield amendment we are going to lose it all, we don’t want 

) lose it so we obligated it. 

Senator Dirksen. On the surface that is the way it looks like. It is 

regrettable the whole story was not put in the right light. 


SECTION 1311 DEFINITION OF OBLIGATION 


But in the supplemental in 1954 we wrote section 1311 and defined 
what an obligation was. There are about 8 or 9 things that constitute 
a valid obligation. 

Then we required that they make a report as of the 30th of Septem- 
ber. 

Then we come along with section 110 in the Mutual Security Ap- 
propriation Act of 1955, and there we require, of course, that the 
Defense Establishment make its reservation so that Mr. Hensel was 
talking as Assistant Secretary of the Defense Establishment when he 
cave his testimony. 


SECTION 110 RESERVATION PROCEDURE 


In section 119 we set up this reservation procedure whereby it is 
reserved, then in due time it is allocated, and then you cannot touch 
it even though it may call for new equipment ostensibly to go to some 
toreign country, actually to go to our own forces and old equipment to 
be pulled out and sent to forei ign countries. 

Now, the Defense Est ablishment then began to wonder whether o1 
not they were on good ground with respect to their obligations and 
they had to go back to the Budget Bureau. They interchanged with 
the Budget Bureau and it was not until the 29th day of June 1955, 
that they found out what they could actually safely do under the 
law. 

Just as soon as they could they then sent in, specifying in detail, 
naval, air, and army materiel, as to what would be covered by the 
money that was obligated in June, $337 million early in the month; 
six hundred odd million dollars on the 30th d: ay of June. 
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AGREEMENT WITH HOUSE APPROPRIATION COMMITTEE MEMBERS 


Now, prior to that time they had General Moore up, who had a 
session with Congressman Taber, Congressman Wigglesworth, and 
Congressman Passman. 

General Moore discussed this matter with them. Mr. Markley 
Shaw was there. 

But they had an agreement among themselves. It is not an agree- 
ment with the Defense Department with respect to the $420 million. 

Yet they wrote into their report that they had an agreement with 
responsible officials in the Defense Department. They had no such 
agreement. 

The trouble was that the language of the first paragraph of General 
Moore’s memorandum of understanding was a little involved. The 
first draft of it I understand, is very clear, but the second draft gave 
you something of a misimpression. 

But actually this was an agreement among three Congressmen 
on this matter as they discussed it with Mr. Shaw and Mr. Moore. 

Am I correct, General Wilson 4 

General Winson. That is as I understand it. 

Senator Ropertson. I know the distinguished Senator from Illinois: 
he has been with us a long time first on the Hlouse and over here. 
In both places he served on the Appropriations Committee. I am 
sure he realized that there has not been a year since we have been in 
Congress that there have not been 3 supplemental bills, sometimes 4 

I would like to ask him this: Which would you rather do when there 
is a serious doubt and lack of convincing proof as to how this $614 
million got obligated on the last day: To cut them down a little bit 
and then let them justify to us what they have spent, what they have 
obligated and say, “We would like § $400 million more; please give 
it to us,” rather than to give them more than they m: iy need and sa 
“Well, we are going to trust you: you won't waste it.” 


HOUSE REPORT LANGUAGE 


Senator Dirksen. That question deserves a fair answer. No. 1: 
You first get all the facts and the facts were certainly not disclosed in 
the Ifouse report. I think that is an astonishing piece of langauge in 
the House report and I certainly would not have been responsible for 
it and you would gather the impression that three Members of the 
House of Represent: itives were actually binding the Government of 
the United States on a worldwide program. 

I think that is positively fantastic. I would resolve it further 
by saying that every doubt should be resolved on the side of the 
security of the United States of America. I will not let $420 million 
stand in the way if I think it is going to imp: air the program. 

Senator Ronerrson. I agree about that security but we were putting 
the security of Americ: ‘first when we were appropriating the $s 
billion a year for the Marshall plan and it was spent feeding people 
and currying favor with those in power. 

Senator Dirksen. But they told us they were going to do it. 

Senator Rorerrson. They said that was the secur ity of the United 
States and I got sucked in on it. What happened? The best man we 
ever had, Paul Hoffman, gave up. He said at the start, “We will never 
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vet anywhere with the rehabilitation of Europe and firming up our 
ies unless they will break down their barriers to trade and get some 
kind of working union among themselves.” 

He never got it and we don’t have it today. I just heard a report 
today about how even in Great Britain they said “you gave some money 
away because you hi: ud a surplus and that was the best way to dispose 
of it.” 

I heard today that in Asia where they are starving to death they are 
criticizing us one side or the other because we are interfering with their 
local rice market by giving them rice. 

How much support are you going to get out of the people cussing 
you every time they open their mouth after you have shoved money in 
their pockets ? 

(Discussion off the record.) 

Senate Young. May IL ask at this point what this $600 million was 

bligated for ¢ 


STATEMENT OF BRIG. GEN. JAMES K. WILSON, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE PROGRAMS 


GENERAL STATEMENT 


(reneral Witson. I am Gen. James K. Wilson, Director of the Office 
of Military Assistance Programs. 

I work in Mr. Gordon Gray’s office. Until recently I supervised the 
program execution for Mr. Hensel. 

We have complete details, Senator, on every item that was ordered 
with the $620 million, and I believe a copy of that has been furnished 
to this committee. 

Senator Dirksen. General Wilson, the copies are all here, and show 
in detail the type of material, the project number, and the value for 
all aireraft and for all Army goods and all Navy goods. 

Senator Tuyr. I have the list before me. The one reason why you 
nad to wait until so late in the month of June was for the spec ific pur- 
pose that you had labored with certain restrictive measures in a budg- 
etary law or in an appropriation law, and that you had to clear , first, 
the legal steps necessary and required of you ‘before you were able 
to proe ceed to obligate, but the projects themselves are not. in dispute ; 
they are a necessity and they are worthy projects which this fund is 
committed to. 

General Witson. That is correct, Senator. 


EXCERPT FROM STATEMENT OF MR. HENSEL 
I might say that Mr. Hensel had approved each one of these projects 
ind in his appearance before the Senate Foreign Relations Committee 


he states, sir, that—if I may quote from the notes that Mr. Hensel used 
at that time— 


All of this money has been authorized by the Congress— 


He was speaking of the past appropriations, $7 billion approxi- 
mately— 


has been authorized by the Congress and has been programed for expenditure 
over the next 2 fiscal years. All but $100 million should, in our opinion, be 
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obligated as that term is now statutorily defined, by June 30, 1955, assuming 4]| 
required program approvals and allocations. 

Now, that is the statement Mr. Hensel made. 

Senator Rosertson. Then he did not make this statement that I read 
to you in the House report ? 

General Witson. I believe he did. However, that should be con- 
sidered, I believe, in the context of the overall. When Mr. Hense! 
made his original estimate he believed at that time that we could place 
in reservation all of the money. 


COMBAT VEHICLES 


Senator Roperrson. I will take 1 item out of the list, nearly $60 
million for combat vehicles. You can spread them all over the world. 
You can say 59 million or 79 million. Tf you are going to jump in and 
buy alot of combat vehicles you can do that and how could we 
challenge you, but you do it on the last day apparently without having 
found a definite need. 


TOTAL CARRYOVER FUNDS 


Now, you have over $8 billion of money that has not yet been spent. 
Is that not true? 

General Witson. I believe the amount is somewhat less than $s 
billion. 

Senator Rosnerrson. Let us get the actual figure. 

General Witson. It is $6.5 billion. 

Mr. Murpny. 8.4 in the overall program. 

Senator Roperrson. 8.4 in the overall program that has not been 
spe nt and there is no limitation on how fast you can spend it. 

Phat is the point Iam making; that isa lot of money. 

Sen: itor Porrer. How much_ money do you have that is not pro- 
eramed in the military department ? 

Senator Rorerrson. I willanswerthat. That is$83 million. They 
allocated everything on June 30 except $83 million. 

General Winson. I believe it is $33 million, Senator. 


EXCERPT FROM HOUSE REPORT 


Senator Munptr. Mr. Chairman, I would like to inquire about an- 
other sentence from the Hlouse report which is going to cause us some 
difficulty, I am sure, on the Senate floor, and in conference with the 
[louse if we increase the figure over what the House has recommended, 
as vou are requesting ns to do. 

You hs ave talked about these last-minute obligations. Senator Rob- 
ertson has highlighted that very dramatically. 

But following that is this sentence: 

Further, the committee has developed numerous instances where funds for 
projects initiated as far back as 1952 and 1953 are still being carried as obliga 
tions despite the fact that little or no activity has taken place on such projects 

That is the middle of the paragraph on page 2 

Now, it is hard for me to underst: and why 5 vears after the mone) 
has been spent, appropriated, and obligated, that little or no activity 
lias taken place, if the House is correct in its statement. 
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DELIVERIES UNDER 1951 AND 1952 OBLIGATIONS 


General Witson. I do not know to which projects this particular 
report refers, Senator Mundt, but I do know that we have coming 
off the line this year naval — which were ordered with the tunds 
ap jpropriated 1 in 1951 and 19 ; 

Senator Munpr. That I can n understand; but that would not gibe 
with the language— 
projects on which little or no activity has taken place. 


(General Witson. I don’t know the project to which this refers. 
Senator Munpr. Will you deny for the record that there are such 
projects 4 


OFFSHORE-PROCU REMENT CONTRACTS 


Admiral Raprorp. I would say there is a possibility of such things. 
lor instance, some of the plans to produce equipment abroad, offshore- 
procurement contracts for ammunition or aircraft. They are ap- 
proved, money is appropriated by the Congress, and then you get 
into very long negotiations, first determining whether or not the 
country can undertake a project like this, selecting a company that 
can do it, and waiting for a factory to be financed and built. 

Then the order for ammunition goes in and they may not have 
produced the thing. We still have to keep the money available. 

Eventually they might fall down and it might revert. 

Senator Rosertson. That may be the expla uation. If it is, it does 
not make a very good alinement with = allocation of $240 million 
for ammunition on the last day of the yea 

Admiral Raprorp. I will say this, Treen Robertson, as I under- 
stood, you stated that Mr. Hensel said we had no programs for the 
$620 million. He must have been mistaken, because we did have pro- 
crams for sometime, and we were waiting for a go-head from the 
Bureau of the Budget. 

Now, the Joint Chiefs of Staff worked up these programs in the 
beginning and they are subject to the approval of the Assistant Secre- 
tary of Defense for International Secur ity Affairs. 

We had many conferences. If Mr. Hensel had felt that way, he 
should have come in and talked to me about the program. I never 
heard about it. 

Senator Roperrson. You understand, there is nothing I have said 
hy even the vaguest inference, as a criticism of you. Somebody over 
vou did this job. I am trying to find out why they did it. 

Senator Munpr. Admiral or General, or both, if your explanation 

: what actually is referred to and it may well be, I do think you should 
gene for this committee, preferably for the record, but if security 
prevents it, do it some other way, how much money is in mothballs 
and for what reason so that we can argue intelligently with his state- 
ment in the record which standing on its own is a complete enigma 
To 


Admiral Raprorv. I think Mr. McNeil could probably handle that. 
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DIFFICULTY OF FINANCING LONG-TERM PROJECTS 


I would like to point out the explanation I gave the committee in 
the beginning, that this question of funds for those long-term projects 
is mainly caused by the fact that the money is appropriated. If we 
had the authorization to go ahead with negotiations for some of these 
things, we probably wouldn’t come up for ‘the mone v for 2 or 3 years, 
but we have to have the authority to go and make the 1 negotiations. 

In the meantime, there were great amounts of money appropriated 
in 1950, 1951, and 1952, that obviously could not be spent within 3 or 
| years. We didn’t have the capacity to produce the goods for which 
we were going to pay and neither did these foreign countries. 


PROPOSED RESTRICTIVE PROVISO 


Senator Munpr. I asked Secretary Dulles this question, and got 
from him an answer. I would like to ask it of you because I had in 
mind suggesting to the committee that in order to obviate this king 
of criticism from the House committee and others we incorporate ii 
our appropriation bill this year a proviso, roughly, to this effect 

That during the last 30 or 60 days of the fiscal year no funds should be obli- 
gated or committed without prior consultation with the Appropriations Com- 
mittees of Congress. 

I would like to know from you whether you think that would seri- 
ously handicap you in vour operations, because if it would not I think 
it would create better feelings certainly with the House committee 
and perhaps with this one. 

Admiral! Raprorp. Offhand, Senator Mundt, I would interpose no 
objection to such a proviso, except that my feeling is that we are 
getting more and more restricted on how we handle appropriations. 
We get an appropriation from Congress and it is usually somewhere 
bet ween 6 or 7 months before we have authority to obligate the funds. 
If this appropriation, for instance, is passed by the Congress and 
signed by the President some time around the Ist of August, the 
chances are that we won’t have the authority to obligate the funds 
until next March or April. 

Senator Munpr. You will not have this difficulty you had last time 
unless we run into some new highfaluting obligation, and so forth. 

That is established now. That was one of your big delays. You 
would not have to go through that procedure at this time. 

General Witson. However, it takes you a certain amount of time 
to get the appropriation bill signed. Then if the appropriation is 
less than the request for the funds, we have to review our program 
and determine what, in the light of this worldwide program, will be 
cut out or reduced. 

This takes 2 or 3 months, and sometimes, depending on the magni- 
tude of it, as much as 5 months. In the case of this year, it was 
5 months before we could begin to seek the approval of the programs 
of the other interested executive branch agencies. 

Senator Dirksen. General, as a matter of fact, if you had been 
freehanded, had cleared the Budget Bureau, cleared on section 110 
and on section 1311, what had been obligated on the 30th of June 
could have been obligated months and months before and was ready 
for obligation long before. 
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General Witson. As early as March. 

Senator Dirksen. And you could not tell whether you could safely 
do it or not. 

General WiLson. That is correct. 

Senator Dirksen. You never got clear until the 29th of June, the 
day before the end of the fiscal year, before you could safely say this 
we can obligate, and then you filed these particular statements for 
the Army, Navy, and Air Force. 

General Witson. That is correct. 

Senator Munpr. You must remember the Appropriations Commit- 
tee does not have this only on the Army, the mutual assistance defense 
activity, but this is a temptation to which all the departments succumb. 

The Budget Bureau put these restrictions around you to protect its 
position and the Appropriations Committee does that to try to protect 
its position, too. 

So the language will do two things: (1) to discourage the practice if 
it is not legitim: ate: and (2) if it is completely legitimate it should not 
handicap you in any way because when you are ready you come in 
and say, “We are ready to do this” and it would create a better under- 
standing and better partnership arrangement than if we read in the 
papers the last day of the year three-quarters of a billion dollars has 
been spent. 

FUNDS ON NO-YEAR BASIS 


(reneral WiLson. Senator, that could also be served if we could have 
our funds on a no-year basis. 

Senator Munpr. Personally, I wish we were back on the old- 
fashioned basis and we appropriated for this fund the way we do with 
dams on the Missouri River. We authorize $300 million worth of 
projects and you appropriate so much a year and everybody knows 
where they are going and you have no trouble. 

Senator Dirksen. You were not responsible for it. It started this 
way. 

(reneral Witson. This is something that was completely out of our 
hands. I would like to assure this committee that there is nothing 
precipitate in this action. This is an action which had been thought 
out well in advance and lacked only the authority to go ahead, which 
we received, unfortunately, on the last day of the fiscal year. 

Senator Munpr. On the question of responsibility, I quite agree that 
you fellows as human beings and personalities are not responsible for 
this because you were probably somewhere mopping up at the end of 
the war, but people sitting in your capacity representing your section 
of the Government were responsible, 

This was not a concoction of Congress to confuse ourselves. I am 
not overimpressed by the argument that you introduced that this is 
being done because if we did not do it there would be some unhappy 
people overseas because this makes some American people unhappy 
at home. 

Senator Dirksen. The only trouble with your argument is that this 

sa wholly selfish program for the United States of America, there is 
hot any charity in it for any other country. 

We are doing this for ourselves and not for anybody else. 

Senator Munpr. It is equally as selfish for the recipients. 

Senator DirkseN. Yes, but we have the most to lose. 
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DEOBLIGATION OF FUNDS 


Senator Porrer. I would like to ask the general this question: As 
the military situation changes can you deobligate the fund? What 
happens to those funds? Then what happens to those funds? Do 
you report to Congress periodically as to the funds that are deobli- 
gated, or are those funds free to be used in any other area to meet 
the changing situation whether it be in another part of the world / 

Admiral Raprorp. IT would say that Mr. MeNeil, who is coming 
here tomorrow, is the best one to answer it. My understanding is 
that we do have to report funds of that kind and do. 

Senator Munpr. You think it would be better to ask Mr. MeNeil as 
to the amount of money / 

Admiral Raprorp. He would have the exact figures; yes, sir. 


PROCEDURE IN PLACING ORDERS 


Senator Dworsuak. General Wilson, in this letter of June 30, 195), 
when authority was granted to release $341 million, I presume yo. 
followed the normal procedure of competitive bidding in placing 
these orders / 

General Winson. Senator, there were no orders actually placed 
In the operations of this program we request the comptroller to issu 
& common item order for certain specified items of military equip. 
ment which we have against unfilled portions of our program. 

Senator Dworsuak. Did you actually place these orders ? 

General Wirson. These funds h: ave been placed in reservation b 
the Department of Defense, which is in effect a guaranty to the mili- 
tary service that after they order these items with their own fund 
they will be reimbursed by the Department of Defense with MDA? 
funds when the items are delivered to the MDA program. So the 
funds have not actually been spent. 

Senator Dworsnak. They are covered by an obligation order? 

General Wintson. Thatisright. It isa reservation. 

Senator DworsHak. You have no fund available to purchase thes 
specific items of national defense and you have not actually yet: placed 
the orders? 

General Wrison. We have ordered the services to place the orders. 
using their own money. The Department of Defense under the av 
has guaranteed to, for example, the Army that it will be reimbursed 
by MDAP for the purchase of 63 tanks, 835 combat vehicles, and thr 
items that are on that list. 

Senator DworsHak. Why did they wait until June 30 to issue this 
letter / 

General Witson. We didn’t have the authority. We had to hav 
the money released by the Bureau of the Budget before we could hav 
the authority to issue this. 

Senator Dworsnak. The Bureau had not released the authorizatioi 
to use these funds until June 30 ? 

Admiral Witson. That is correct. 

Senator STENNIS. Will the Senator yield to me? 

Senator Dworsuak. Yes. 
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Senator Srennis. Your obligation is transferred from one obliga- 
tion of the Government to another department of the Government ; 
is that right 

RESERVATION UNDER SECTION 110 


General Witson. The reservation, that is under the authority of 
section 110. 

Senator SrenNis. These obligations are not obligated to any one 
contractor; it has just been obligated over to the military ¢ 

Chairman Haypen. Lf I understood that correctly last year, that is 
to say, the Army has in mind that it is going to need t: anks and also 
the tanks are going to be needed to supply our allies. Now, we say to 
the Army, "You order from a contractor more tanks than you actually 
expect you need for the Army, but you can make a contract for your 
tunks and these other tanks at the same time and then when Congress 
lias appropriated the money and it becomes available or when this 
money 1s reserved for that purpose, that money is tied up, but it actu- 
ally will not be paid out until the contractor makes the tanks.” 

He makes the tanks; he is paid with Army money, and then the 
Army is reimbursed with this money. 

(General Witson. When the Army delivers the tanks to MDAP, 
we reimburse the Army with that money. 


ADVANTAGE OF RESERVATION PROCEDURE 


Chairman Haypen. The advantage, it was explained to us, in that 
regard was that if there should be an improvement in tanks, making a 
better tank, that we would keep that new tank and the one that was not 
quite as good would be the one that would be sent abroad. 

Admiral Raprorp. I would like to say this is a very important point. 
We do two things: 

We modernize our own equipment and we also supply equipment to 
allies. That is why we have this system of working through depart- 
ments. The Army does that. When they get this authorization they 
will add to their order for tanks for our forces, so many more tanks. 
When the tanks are delivered, they call in the old tanks, rehabilitate 
them, put them through overhaul, an turn those overhauled tanks 
over to the military aid program, and that is when they get their 
money. 

In the meantime the Army gets brand new model tanks to use 
themselves. 

MODERNIZATION OF ARMED FORCES 


We count on that; in the military budget figures, we count on the 
modernization of all the Armed Forces, the modernization effect that 
they get out of the military aid program, because they do get the more 

Senator Porrer. Do you rehabilitate airplanes / 

Admiral Raprorp. Yes, when we have them. However, the mili- 
tary aircraft situation is much more current than the tank situation. 

Chairman ILaypen. This committee was satisfied last year with that 
explanation. The sole question that arises at this time is the timing, 
When you made the commitment or the reservation as it is now ¢ alled, 
that made it so that the Army could be sure that it was going to get 
the money to be reimbursed for the tanks that it had contracted for. 
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General Witson. Senator, we would like this system very much, too 
We think it was a very forward step. Unfortunately, the earliest 
date we could apply it in the case of this large amount, happened to 
be the last day of the fiscal vear. It was most unfortunate. 

Chairman Haypen. Do you think you can do any better another 
vear ¢ 

General Witson. I believe I can assure you that this will not happen 
again. 

Chairman Haypen. Well, if we followed Senator Mundt’s sugges- 
tion and put a 30-day or 60-day leeway, would you get right up to the 

30th day or the 60th day and do the same thing / 

Senator Dirksen. That would not be the real danger. The danger 
of that kind of restriction would be this: that suddenly an emergency 
situation would arise and you would have to make a shift right now 
and funnel into an area that actually you did not have in mind before. 
There you would be with your hands tied. 

Would you come up here and tell us what will happen? 

General Witson. We would like it so that it would be understood 
that if we did make such a reservation on the last day of the month, 
it would just be a part of the orderly process ; it would not be a huge 
one like this. 

Senator Dirksen. The only trouble is, General, they would expect 
to do in 10 months what you do in 12 and the end result would not be 
any different. 

General Witson. Yes, sir. That is correct. 


REOBLIGATION OF DEOBLIGATED FUNDS 


Senator Srennis. This is what confused me and what bothers me 
and is so confusing to the public that do not get the benefit of these 
explanations that we get. We do not want to put any restrictions on 
you, General, which would embarrass you. 

lake a statement like this. The House says: 

During the hearings numerous examples were discussed showing that funds 
certified as obligations in the fiscal vear 1954 were deobligated in fiscal year 1955 
and then reobligated for entirely different purposes. 

Now, that sounds like you are shifting around. It sounds like it 
was evasive. That is the import of that statement. 

do not know whether that statement is correct or not. Can you 
tell us what happened, if anything, along that line? It may be entirely 
justified. 

General Winson. Senator, actually the process of obligation and 
deobligation of funds is handled by the comptroller and I am not 
competent on the details in that. W e have in the past made certain 
shifts of material from one country’s program to another to meet 
emergency conditions. 

Now, the Joint Chiefs of Staff increased the priority of equipment 
for Formosa when conditions heated wp out there. We had to take 
some of the equipment that was destined and scheduled for delivery 
to other countries and feed it into this more emergency situation. 

Now, when we make such a shift, that is processed through the 
normal channels from the Department of Defense to the Department 
of State and Foreign Operations Administration, now the ICA, and 
the change in the country programs are approved. The whole process 
takes time. 
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Now, whether that is the particular situation to which this state- 


ment refers, | am not sure. 

Senator Porrer. That would be more of a difference in priority 
rather than a deobligation. 

My understanding is that you find that the military or political 
situation is such that it is not needed for this area, so therefore you 
deobligate it and use it for another source. That is the question | 
isked. IT wonder what procedure was used in the process of 
deobligation. 

Senator Srennis. If it was based on changed facts, that is all right, 
but if it was done to avoid and to evade, that is a different question. 
That is what we ought to have a full, frank statement on. 

Scnator Dirksen. You see, Senator Stennis, we are in large measure 
to blame for that for this reason: We had the greatest tussle in con- 
ference on this bill 2 years ago as to whether or not if under necessity 
they had to deobligate a certain amount of money in order to change 
ithe progran, whether they were illegally using the money thereafter 
and it ough t to revert to the Treasury. 

The only reason for deobligating was to shift it either into another 
country, some other country, a different kind of equipment, and as a 
result of all that we wrote this most involved section into the second 
supplemental in which they sought to define what an obligation was. 

That is all our trouble today. Because you spe i: that out whether 

is 2 purchase order, a legal lability, this, that, or the other thing. 
eight different ways of defining an obligation ae to try to comply 
with it and keep some flexibility is the thing that got to be heavy. 

So, actually, the Pentagon did not know until the last d: uy of the 
fiscal year w hether the y could legally make these obligations, the 29th 
it was so testified yesterd: ay. 

Senator Srennis. We do not mind giving flexibility if we can get 
frankness back In return. 

Senator Dirksen. Admiral, we have gotten off the track, I thought 
you might say a word about Japan in view of their constitutional lim- 
itation on their security process. 

Do you want to go off the — ¢ 

Admiral Raprorp. Yes, si 

(Diseussion otf the an 


TRAINING OF CHINESE PILOTS 


Chairman Haypen. During the war, if I remember correctly, there 
were about 2,000 Chinese that were taught to get off and on the ground, 
to fly 4 

\dmiral Raprorp. Practically all their older pilots were trained in 
the United States during World War II. They are able to train 
younger pilots out there. 

Senator Dirksen. I noticed just before I left a number of syndi- 
cated articles to the effect that what you had in Formosa was a fright- 
lully overage army. 

Admiral Raprorp, That is not true. 

Senator Dirksen. That is not true and General Chase and General 
Snivthe and others out there have gone through the army. The over- 
age people have been taken out and put on re ‘forestation and resettle- 
ent projects and that is about as vigorous an army as I ever saw and 
its field demonstration was marvelous. 
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Admiral Raprorp. General Chase told me yesterday the average age 
Is 25. 

Senator Dirksen. So, as a matter of fact, there was nothing to it. 

Admiral Raprorp. No, sir. 

Senator Munpr. When we look at the breakdown of the figures pre- 
sented with this budgetary request in terms of allocations and ear- 
marking the funds and obligations, are we looking at something which 
is the blueprint of the Defense Department ? 

I ask this question only insofar as it ties in with your phase of the 
bill. Are we looking at something which is your blueprint, your 
plans, your program which is your estimation of what you need or 
are we looking at something on which advance commitments have 
been made to foreign countries where they have been told before 
coming to Congress, “This is what you are going to get provided the 
folks in Congress produce the money.” 

Admiral Raprorp. I would undertake to say that there are both 
rategories. We have undertaken programs, always with the stipula- 
tion that if we go beyond our available funds in the programing that 
it is subject to action by the Congress later. 

Senator Munpr. I am thinking now of this new request for funds. 

am not thinking of the fund heretofore authorized. 

Obviously, you have to talk to the other countries about that. 


KOREAN AGREEMENT 


Admiral Raprorp. I participated in the Korean talks that took place 
last summer. We had to come to an agreement with the Koreans 
because we were faced with this June 30 shiftover and we made plans 
for Koreans extending beyond the 30th of June of this year. In this 
bill there are funds to carry out the minutes of understanding that we 
signed with the Koreans at that time. 

Senator Munpr. I am perfectly prepared to consider Korea as a 
completely unusual case because you say if we do not have the Koreans 
in there we have to go in ourselves. I am thinking of the global pic- 
ture outside of Korea. 


PAKISTAN LONG-TERM PROGRAM 


Admiral Raprorp. Pakistan is in there. We have had discussions 
with them about the long-term program. We had only a limited 
amount of money to implement a program at that time. 

You understand, we sign a bilateral agreement and following this, 
we sit down with the military people in the country to decide how far 
we are going. 

It is not all easy in these negotiations. 

Senator Munpr. What other countries other than Korea and Pakis 
tan have we made advance commitments on the basis that Congress 
will approve / 

Admiral Raprorp. I would say we don’t make any commitments. 
We especially stipulate that we don’t have authority where we don’t. 

(Discussion off the record. ) 
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REQUIREMENTS IN SPAIN 


Chairman Haypen. I would like to inquire about the money for 
spain. In the authorizing act the conferees finally took out the spe- 
cial provision for Spain which said $22 million, and recommended 
30 million in the report. Will $50 million be needed in Spain? 

Admiral Raprorp. I do not think I understood what you mean, 
Senator. 

Mr. Murruy. Mr. Paul, our Deputy Director in ICA can answer 
that. That was not military assistance. 


STATEMENT OF NORMAN PAUL, DEPUTY DIRECTOR, INTERNA- 
TIONAL COOPERATIVE ADMINISTRATION 


DEFENSE SUPPORT PROGRAM 


Mr. Paut. That was not military. 

Chairman Haypren. There was such a close relationship. 

Mr. Paut. That was the defense support program, which is eco- 
nomic aid in support of the defense effort. 

In fact, the authorizing bill raised the European total by $22 million 
and although they struck out the provision in the House bill which 
said specifically that Spain should get at least 50 of that they did 
put in the conference report which accompanied the bill a statement 
to the effect that Spain should receive a level of $50 million. 

However, it is not in the bill, that they have to get at least $50 million. 

Senator Brinces. You would naturally follow the unanimous con- 
ference report. 

Mr. Pac. One difficulty there is that the President’s request for 
appropriations only asks for $70 million and not the $92 million. 

At the time the President sent up his appropriation request, the 
Congress had not as yet acted finally on our authorizing legislation. 

Now, if we are forced, for example, to give $50 million out of a total 
of $70 million for Spain, it would mean cutting back quite drastically 
in our other programs in Europe. 

If it were against the level of $92 million, it would give us no diffi- 
culty. 

GREECE 


Chairman Haypen. The House also mentioned Greece, indicating 
that they should get what was given to them last year. 

Mr. Pauw. Yes, but without recommending any additional funds. 

In other words, if Greece was to be brought up to the level of last 
year, we would have to use the contingency fund or transfer from 
other program funds for that purpose. 


SITUATION IN TURKEY 


Senator Brivces. What is the situation regarding Turkey ¢ 

Mr. Pau. The situation in Turkey is that we are programing $70 
million estimated for next year. 

Senator Brinces. Let us get back to Chairman Hayden’s question 
on Spain. Assuming the figure is $70 million and the unanimous 
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report says you will spend $50 million of it for Spain, you are morally 
bound, ethically bound by the report. The only way you can do it is 
by transfer from some other place. You are not legally required under 
the report, but you are morally bound; it is your intent to carry out 
the wishes and intent of Congress. 

Mr. Pau. Senator, we have specifically stated our honest opinion 
that in the shape of priorities within the President’s total request, this 
figure of $28 million would be sufficient for Spain. 

What you say is correct that we would have to take it out of another 
fund in order to make up any additional. 

Senator Brinces. If Congress did provide 92 you would have no 
problem at all. 

Mr. Pau. We would have no problem. 


RESERVE DIVISIONS AND TRAINING FACILITIES 


Senator Brinces. 1 would like to ask Admiral Radford this ques- 
tion: 

There has been some discussion over the last year in the last bill. 
We talked about Reserve divisions and the Chinese Nationalists. We 
set up, I think, a training provision to take care of one division at a 
time. Under your new program how many Reserve divisions are 
provided for and how much training facilities are provided ? 

Admiral Raprorp. We have not arrived at an agreement with the 
Chinese yet, but we are discussing a program of Reserve divisions. 
We are supporting divisions in the army now and we were discussing 
the formation of Reserve divisions. 

I believe that they have the facilities on the island that are adequate 
for calling up these reserve divisions, several at a time, to train. 

Senator Bripges. It is only in the discussion stage / 

Admiral Raprorp. In the discussion stages as ‘to how much equip- 
ment will we furnish for these reserve divisions; how much will we add 
to our program, and it is not in the program yet. 


SUPERVISION OF YUGOSLAVIAN PROGRAM 


Senator Bripces. 1 would like to ask another question : 

On Yugoslavia who is responsible for the follow through as to the 
use of the equipment and supplies we have given Yugoslavia of a 
military nature? Whose job is it to see that it is proper rly used ¢ 

Admiral Raprorp. I would say that it is the Secretary of Defense 
and his representative on the spot is the chief of MAAG in Yugoslavia 

Senator Bripees. Do you recall his name ? 

Admiral Raprorp. General Hains. I just talked to him a couple 
veeks ago. He was back here. 

Senator Brinces. We are getting quite a kickback on that situation. 
I think it is one of the things that has to be cleared up. 

Admiral Raprorp. I am sure it has to be. 

(Discussion off the record.) 

Chairman Haypen. Admiral, we thank you for your appearance. 

We will stand in recess until 10 o’clock tomorrow morning when we 
will hear Mr. McNeil. 

(Thereupon, at 4: 10 p.m., Wednesday, July 13, 1955, the committee 
was recessed, to reconvene at 10 a. m., Thursd: ay, July 14, 1955.) 
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MUTUAL SECURITY APPROPRIATIONS, 1956 


THURSDAY, JULY 14, 1955 


Unirep STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met at 10 a. m., pursuant to recess, in room F-37, 
the Capitol, Hon. Carl Hayden (chairman of the committee), pre- 
siding. 

Present : Chairman Hayden, Senators Ellender, Robertson, Bridges, 
Saltonstall, Young, Knowland, Thye, Dworshak, Dirksen, and Potter. 


INTERNATIONAL COOPERATION ADMINISTRATION 


STATEMENT OF HON. W. J. McNEIL, ASSISTANT SECRETARY OF 
DEFENSE (COMPTROLLER) 


GENERAL STATEMENT 


Chairman Haypen. The committee will be in order. Mr. McNeil, 
do you have a statement ¢ 

Mr. McNett. I do, sir. 

Chairman Haypen. You may proceed to make your statement, 
Mr. McNeil. 

Mr. McNett. Mr. Chairman and members of the committee, as you 
know, Mr. Hensel who has been the Assistant Secretary of Defense 
in charge of this program resigned and left the service on June 30. 
Also, I think you know that it is contemplated that Mr. Gordon Gray, 
whom you may all know, has been appointed to this position and is 
expected to take over this task on or about August 1. 

For these reasons I am appearing at this time to assist in presenting 
the military aspects of the mutual security program. 

Secretary of State Dulles, Mr. Stassen, and Admiral Radford em- 
phasized the importance of this program to the collective security of 
the free world. ; 


DEPARTMENT OF DEFENSE CONCEPT FOR MDAP 


First, I should like to outline the concept which we in the Depart- 
ment of Defense have for MDAP. It is our belief that MDAP ex- 
penditures are justifiable in support of our national security, not as 
an aid or give-away program. 

We believe that this request for appropriations can and should be 
so considered. 
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UNITED STATES FOREIGN POLICY 


The foreign policy of the United States has been and is directed 
toward maintaining our security, not through reliance on our strength 
alone but rather through marshaling the collective strength of the free 
nations into a defensive alliance or series of alliances. Military as- 
sistance, in our opinion, is one form of support, in conjunction with 
other forms, which we can furnish to such alliances. If we do not do so, 
we must reconsider our foreign policy because without our fullest sup- 
port the alliances will not likely remain firm. 

The basic objective of United States foreign policy in recent years 
has been to insure United States security while m: untaining our free 
institutions, our solvency, and our democratic form of government. 

We are seeking to prevent war by reducing the danger and effective. 
ness of the aggressive threats against ourselves and the rest of the 
free world. 

We believe that if we can make it clear to potential aggressors that 
the free world will stand together, and has acquired a cohesive ability 
to defend itself, that we have established an effective deterrent to 
aggression. 

As a means of attaining such basic objectives and as a supplement to 
our own military forces, we have sought collective strength for the 
free world through multiple alliances with the nations that share our 
interests and purposes. We have backed such alliances with military 
and economic aid and political support. 


MULTIPLE ALLIANCES 


We are members of a series of multiple alliances such as the North 
Atlantic Treaty Organization, the Rio Pact, and the Southeast Asia 
Treaty. In addition, we have a number of bilateral treaties and : agree- 
ments, some of which provide for mutual defense; for example, the 
treaties with Formosa, the Philippines, and Japan, which provide for 
the mutual creation of economic and military strength. 

This foreign policy is not a partisan political police y. In its essence 
it was started before this administration, and in its essence it has been 
continued by this administration. It is both bipartisan and non- 
partisan. We believe that it is commonsense. 

A signing of an agreement is, however, only a start toward the 
establishment of collective defensive strength. It is the end product 
that counts. 

The treaty, no matter how formally it is signed, will last only so 
long as the signators want it to last. 

Our present job, and MDAP is one of our vehicles, is to turn our 
mutual promises and aspirations into lasting realities. 

In that mutual effort, each ally must play a part commensurate with 
its capabilities. If we seek collective security, we must support col- 
lective security. 

If we are not going to sustain our allies, we never should have em- 
barked on the policy of collective secur ity. 

These simple and obvious truths, in our opinion, form the back- 
ground and support for our mutual-security expenditures since 1950. 
The United States is doing what it can best do to support its alliances 
and, in turn, expects its Allies to do what they can. 
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CATEGORIES OF EXPENDITURES 


The money we have spent in the creation and maintenance of mili- 
tary strength in the free world territories, outside the continental 
United States may be classified in two categories. 

In the first category are the expenditures to maintain our own forces 
in a state of readiness in foreign countries. We support substantial 
forces and a vast amount of their equipment in Europe. We have 
powerful mobile forces in the Pacific. 

We have stationed groups of military advisers and experts in prac- 
tically every free world capital. The money necessary to support 
those efforts is authorized and appropriated under the Department 
of Defense budget. 

The second categor y of expenditures authorized and appropriated 
under the mutual security assistance statutes and budgets assists in 
supporting and equipping and maintaining of the forces of our allies, 
and should be considered as much a part of our security effort as our 
own defense expenditure. 

The degree of support requires constant study and evaluation of all 
aspects—politic al, economic, and military. 

Our support is given to countries of the free world not as individual 
unrelated nations, but as Allies in the mutual defense of freedom and 
security. They support us against aggression in time of peace, and in 
time of combat we would expect them to fight on our side. 


TOTAL EXPENDITURES 


Over the last 514 years we have spent approximately $170 billion 
on our own forces and $11 billion through MDAP in the creation of 
military strengths among our allies. 

These expenditures on our own forces are now about $35 billion per 
year, and our alliance expenses have averaged $214 billion per year, 
about 8 percent of our own expense. 

Those Allies are that much stronger than they would have been 
without our program and that much more able to preserve peace and 
thwart aggression. 

Our support of our allies has been supplemented by increased ex- 
penditures by these countries on their own account. Admittedly, 
those allies would have made some effort to protect themselves even if 
we had not helped. Yet the task faced by many of them after World 
War II with their people exhausted and their plants destroyed seemed 
so hopeless. 

Our material help obviously stimulated greater efforts on their part 
than otherwise could reasonably have been e xpected. 


DEFENSE EXPENDITURES OF NATO NATIONS 


It is estimated that NATO nations in Europe have spent approxi- 
mately $43 billion from their own budgets in the creation of military 
strength during the same 514 years we were spending $7.8 billion on 
the NATO alliance. 

These NATO allies started with annual military expenditures of 
approximately $5 billion in 1949 and have increased to over $11 bil- 
lion per vear by 1953 
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If these defense alliance expenditures can help prevent aggression 
and war, and that is the purpose of our program, the money costs of 
these preventive efforts are well worthwhile. 


EXPENSIVE NATURE OF KOREAN WAR 


The war in Korea might be considered a small war. Forces were 
limited and the area of conflict was restricted. Yet it was an expen- 
sive war. 

While it is impossible precisely to compute the money cost of a war, 
particularly a restrictive war in which only a portion of the country’s 
resources is employed, it has been estimated that the United States 
military ronan in the Korean area alone were in the neigh- 
borhood of $18 billion. 

This estimate is based on calculations that the Army had expendi- 
tures for this effort in the neighborhood of $16 billion. 

There are, of course, other burdens of war which cannot r ~adily 
be translated into dollar figures, such as the cost of loss of lives, the 
sufferings of the wounded, the interruptions of family life, the dis- 
turbance of the education of our youth, the dissipation of our re- 
sources, and the inflation prices which shrink our bank accounts. 

If we are successful in preventing another Korean type of war, the 
defense alliance expenditures, view ed solely as an insurance premium, 
will have proved worthwhile, even though we may find it necessary 
to continue them for many years. 

Our alliance expenditures have also created other strengths abroad 
which cannot be measured in dollars. 

Our allies have progressed from what might have been called utter 
helplessness in the modern military sense to solid capability, first, 
for the maintenance of internal order which in itself discouraged 
aggression from within: and second, for the substantial buildup. of 
military strength which could provide resistance from aggression 
from without. 

It is our opinion that the cohesive strengths of these alliances played 
a large part in the successful arrangements for the Western Europe 
alliance made at the London and Paris conferences in 1954 and the 
position taken by our friends in respect to Communist aggression 
during the recent Bandung Conference. Our allies know they are 
not alone and helpless, and their action showed it. 

To sustain our collective alliances we should be prepared to con- 
tribute our share, and our share is not limited to the maintenance of 
our own forces. 

While we look forward to the gradual assumption by many of our 
allies of large portions of the expense of maintaining their military 
strength, we also face a period during which we may spend substantia] 
sums of money in the augmenting of allied strength for new equip- 
ment. Our problem i is whether it involves secur ity. 

In supporting our alliances, we will have embarked, we think, on 
a sound course. 
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JUSTIFICATION OF MUTUAL SECURITY 


In the abstract, it does cost us money, but relative to the importance 
of mutual security as a deterrent to war, we think the cost is eco- 
nomically justifiable. 
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We are confident that our security cannot be better or more eco- 
nomically preserved if we spent on our own forces the money we are 
spending on Allied forces. 

First, irrespective of costs, we could never develop sufficient strength, 
projected only from our own country, to be a satisfactory substitute 
ior Allied strength. We would need our overseas bases and our wall 
of allies in the event war were forced upon us. We need also the 
cohesive strength of our allies at the conference tables in the preser- 
vation of peace. 

Second, if we should try to develop sufficient strength to stand alone, 
we could not remain solvent and expect to spend on our own forces 
the total amounts which are now being spent i our allies in addition 
to our own current military expenses. We can buy greater protection 
of freedom of security through the present level of support to allies 
than from the same amount of money spent at home. 

It is our belief that we should approach the consideration of the 
mutual security program against the background of our belief that a 
strong world alliance is the strongest way to win a war if it should 
come, but even more important to prevent war. If we believe in 
alliances for such purposes, we should support them to the best of our 
capability and insist that our allies support these alliances in the 
same manner. ‘To do our part, we believe that the mutual security 
program should continue with vigor. To do otherwise would be to 
admit that while paying lip service to the concept of collective 
security, we no longer believe in it. That, in our opinion, would be an 
unthinkable position to take just when our past efforts are bearing 
fruit. 

We believe that we can look forward to the future with hope and 
promise if we sustain our efforts generally at the present level. 


IMPRACTICABILITY OF PRECISE PLANNING 


In preparing the program for the military aspects of mutual 
security assistance for fiscal year 1956, we st: irted with the realization 
that rigid and precise detailed planning more than 18 months in 
advance of expected obligations and expenditures had proved to be 
impracticable. Past experience had shown that the many detailed 
illustrative programs previously presented to this Congress were 
almost always changed, sometimes in minor respects, but more often 
in substance. 

The world situation, with which we were trying to deal in this 
mutual security program, never remains static, no matter how care- 
fully and logically detailed illustrative programs were planned on a 
country basis. 

Emergencies have arisen and changes within a particular country 
itself have made necessary shifts in funds and programs, both within 
the Department of Defense and between the Department of Defense 
programs and the programs which fall outside of the military assist- 
ance category. 

When such shifts within the various elements in which the programs 
are considered, together with reduction of available funds as a result 
of the new but very desirable statutory definition of obligations, sec- 
tion 1311 of Public Law 663 of the 83d Congress, which served to 
reduce the funds available for the program, you can easily appreciate 
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that changes had to be made that had been previously illustrative of 
the program, both with respect to 1955 and previous years. 

You can also understand why we believed in view of our pending 
complete review and analysis of the program that the preparation and 
presentation of detailed and rigid illustrative programs for fiscal yea 
1956 would be both undesirable and misleading. 


1956 PROGRAM REQUIREMENTS 


However, in preparing the program for fiscal year 1956, the size, 
general scope, and character of the potential dem: ands upon the mutual 
defense assistance programs were assembled. If all of these potential 
demands materialized, the total amount of the funds which would 
have been required as a new request would exceed $3 billion. 

It was recognized that all these potential demands would not ma- 
terialize, or, if they did, some could be deferred until the following 
year. Next, it was realized that with a continuing effort to review 
programs already underway that there could be some salvage, the 
exact amount, of course, could not be determined. 

Next, because a substantial portion of the program was as yet un- 
delivered, measured by the sum of the unexpended balances, it was 
decided to keep the amount of the new request as small as possible and 
yet not cripple the future program for collective security. 

It was in this fashion and with the application of judgment that 
the $1.4 billion was requested for authorization and was included in 
the President’s budget message as the additional amount required 
for fiscal year 1956. 


BASIC ASSUMPTIONS OF APPROPRIATION REQUEST 


This $1.4 billion request was based on a series of assumptions, among 
_— the fact: 

. That there should be provision for unforeseen contingencies that 
nit always be made in connection with any mutual security forecast : 

That there would be no major significant change in international 
al ations in fiscal year 1956 ; 

That approximately $ $500 million of the obligational authority 
then nin the Military Assistance Act would be lost as a result of adjust- 
ments required by section 1511 of the Supplemental Appropriation 
Ac : of 1955: and 

That, except for the above, all of the funds which had been ap 
jneneaed for fiscal year 1955, together with carryover funds, would 
continue to be available. 


SECTION 1311 EXPLANATION 


I would like to dwell for a moment on section 1311 of the Supple 
mental Appropriation Act for fiscal year 1955, and its effects on thy 
mutual security program. 

First, I would like to say that I think the C ongress, 1n enacting 
section 1311, took a forward step in improving financial administra 
tion governmentwide. It, for the first time, established in law the 
basis for correctly defining and recording obligations of the Govern 
nient. 
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While laying the basis for definitions of obligations, the statute 
required, however, considerable expansion and el: iboration in the form 
of detailed regulations to make it applicable to complex operations 
such as conduc ‘ted by the Department of Defense, one of the real prob- 
lems being that it was retroactive to the end of the previous fiscal year. 

These regulations were properly for the approval of the Comp- 
troller General. The dratt regulations were submitted by defense 
to the Comptroller General on November 2, 1954. 

Because it was an involved subject, it was not until March 4, 1955, 
that their formal opinion was received. Even at that time, certain 
points required still further discussions with the committees of Con- 
gress which initiated this legislation for the purpose of clarifymg the 
intent of the Congress. 

There was a difference in the construction that the Comptroller 
(ieneral placed on certain provisions than was apparently intended by 
the committee which initiated this legislation and we had to take some 
time to clear it up. 


REQUIREMENT FOR AUDIT AND CERTIFICATIONS 


All this had to be accomplished before another provision of the 
legislation could be implemented, which was the audit and certifica- 
tions required by a subsection of section 1311. This audit and cer- 
tification was the only way the amount of valid obligations as of June 
30, 1954, could be determined—and it was this figure which was au- 
thorized by the Congress last year as the effective amount of “carry- 
over” funds for the mutual sec urity program. 


It was not until April, therefore, that the basis for audit was estab- 
lished and process of certification could begin. We attempted to com- 
plete this rg by May 31. 

While the Navy and the Air Force completed their work shortly 
after this date, the Army, having the greatest problem, did not finish 
their work until June 21. 


INCREASE IN AMOUNT OF FUNDS AVAILABLE AS CARRYOVER 


The results of this audit, and the certifications indicated that the 
loss in the availability of resources to the mutual security program 
was not $500 million that prudently had been estimated, but, rather, 
about $225 million, in effect making available to the mutual security 
program some $275 million that h: 1d not been definitely counted upon 
previously as resources. 

This had the effect of modifying one of the assumptions upon which 
the initial request had been made to the C ongress. In order to keep 
faith with the Congress, the executive branch ‘initiated, and the Presi- 
dent submitted in a recent budget message, a notification that S275 
million could be taken out of the $1.4 billion initially requested in both 
the authorization requests and the January budget message. 

This reduced the amount of new funds requested for milit: ary as- 
pects of the program to $1,125 million, and it is this amount that is 
currently being requested by the executive branch of the Government 
in the military assistance category. 
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YEAR-END RESERVATIONS 


When Mr. Hensel first appeared before the Senate Foreign Rela- 
tions Committee on the authorization bill, he testified that he anti- 
cipated not more than $100 million to be carried over unobligated., 
This was on the assumption that the audits and certifications as to the 
amounts available would be completed by May 31, as called for by 
Secretary Wilson’s directive. 

Approved programs had been established earlier to utilize the 1955 
funds to this extent. Had these assumptions materialized, the re- 
strictive provisions of the Mansfield amendment, which permits no 
more than $200 million, in the aggregate, to be carried over, would 
not have been crippling to the mutual defense assistance program. 

When Mr. Hensel appeared before the House Foreign Affairs Com- 
mittee, and before the House Appropriations Committee early in 
June. the Navy and the Air Force had completed their audit and cer- 
tification, although the Army had not—as I mentioned earlier, it was 
generally due to the bigger job that the Army had, due to the size and 
scope of their problem. 

Mr. Hensel then took the position that, because it was so late in the 
vear, and because he did not know whether the audit and certification 
would be completed by the Army in time to permit the release by the 
Bureau of the Budget of the balance of available funds, a greater 
sum might be carried over unobligated than he previously had esti- 
mated in testimony before the Senate. 

This was true because balances of funds available—at that moment 
an indeterminate amount—would not be released by the Bureau of 
the Budget until the cert? “e»tiens were completed. 

Under these cireumste>eo: the restrictive provisions of the Mans- 
field amendment would '."e had serious effeets upon the program. 


T STIM NY OF Mt. HE‘S"I 


When appearing before the House Appropriations Committee, Mr. 
Hensel did testify that he did not wish to rush to obligate or reserve 
substantial amounts of funds just at the close of the fiscal year. 

I am sure that this statement was made as a part of his plea to 
the House Appropriations Committee to authorize carrying forward 
the unobligated or unreserved portions of the fiscal vear 1955 funds 
in order that these previously approved programs, although already 
delaved, might be carried on in an orderly manner early in the current 
fiscal year. 

To carry out the approved program required the utilization of 
1955 funds or the authority to carry over the funds so that they 
could be used in July or August, rather than June, as he had antici- 
pated when he appeared before the Senate. 

The real issue, therefore, was whether the amounts which had been 
withheld by the Bureau of the Budget until the audit and certifica- 
tion were complete would be continued and would be available after 
July 1. 

This amount was later found to be $420 million. This was in addi- 
tion to certain smaller amounts which were in the hands of the mili- 
tary services subject to direct obligation against MDAP funds for 
other than noncommon items. 
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About this time—June 21—the Army’s certifications were received 
and the amounts available were known. The receipt of the last of 
the required certifications fulfilled the earlier requirement of the 
Bureau of the Budget as to the release of the balance of available 
funds and made it possible to carry out the program as outlined 
early in May to the Senate Foreign Relations Committee. 

Asa matter of fact, the program finally implemented by the execu- 
tive branch through June 30 was in line with the t testimony of Mr. 
Hensel at that time. 

Up to this time I am informed that no question had been raised 
as to the utilization of funds to carry out the original program if 
the certifications were completed. 


REQUEST FOR APPORTIONMENT OF FUNDS 


Therefore, on June 24 an apportionment was requested to authorize 
utilization of the funds made available by Congress for fiscal year 
1955 with a knowledge that certain smaller amounts which had been 
apportioned earlier and which were in the hands of the military 
departments would come under the provisions of the Mansfield 
amendment. 

On June 25, after receipt of the apportionment request, the Bureau 
of the Budget requested that Mr. Hensel inform and attempt to clear 
the matter with Mr. Taber. That was the apportionment. 


CONFERENCE WITH MEMBERS OF THE HOUSE 


On June 27, before Mr. Hensel left for Europe, I was informed by 
Mr. Hensel that he had talked to Mr. Taber—later I heard he talked 
also to Mr, Passman and Mr. Vorys—and that while Mr. Taber had 
not indicated enthusiasm, he had finally said “all right.” I was 
‘uformed also that such information had been passed on to the 
Bureau of the Budget. Soon thereafter we were notified that the 
Bureau of the Budget was in the process of approving the appor- 
tionment. 

The following day, June 28, the MDAP staff learned that Mr. Wig- 
elesworth had talked to either the Director or the Deputy Director of 
he Bureau of the Budget indicating that he did not concur in the 
clease of the $420 million, and that approval was being held up 
pending consideration of the objections expressed by Mr. Wiggles- 
vorth. No further action was taken by the MDAP staff to utilize the 
Hinds pending further discussions and solution of the matter at higher 
levels, 

This matter was then brought to the attention of the Deputy Secre- 
tary of De ‘fense who talked with Mr. Wigglesworth and arranged to 

ave departmental representatives see him to explain the figures, out- 

‘ne the program, explain the effects of such action on the program, 
wnd get the objections removed. 


OBJECTIONS TO RELEASE OF FUNDS 


Subsequently, the Defense representatives reported their under- 
anding of the discussion, which was that the three members present 
stated clearly that they objected to the release of the $420 million. 
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1 was informed that after the meeting had been terminated the con 
mittee clerk requested the representatives of the Department of De- 
fense to put in writing their understanding of the views expressed by 
the three members present. This was done and other interested agel- 
cies of the executive branch advised. 


APPROVAL OF APPORTION MEN'L 


On June 29 T discussed the matter with the staff member of t 
Bureau of the Budget, who is assigned in charge of the National Sees \l- 
rity Estimates Branch, outlining the position which had been ex- 
pressed the day before by the three C ongressmen as well as the e ‘fleet 
of the Mansfield amendment. As the end of the year was approach 
ing, the Department needed to know whether the apportionment re 
quested was to be approved, or not, because if the Department was to 
proceed with carrying out the previously approved program we hai 
but a short time to do it. On June 30 the MDAP staff received notice 
that the apportionment had been approved, which was construed by 
the Department of Defense to indicate clearly that it was encumbent 
upon the Department to take every possible step to implement the 
prior approved progranis to the extent possible. 


RESERVATION OF FUNDS 


In this instance the reservations of funds, by actions within the 
Department of Defense, on June 30, required little more than the 
wlixing of a signature to documents which had been in process fo1 
many months, and represented the culmination of plans which had 
heen dev eloped by the executive branch and representatives of par 
ticipating nations designed to reflect the latest supply and fiseal infor 
mation available to the Department of Defense, utilizing funds made 

available by the Congress for use in fiscal year 1955. 


SECTION 110 OF 1955 MUTUAL SECURITY APPROPRIATION ACT 


I would like, at this time, to point out another important aspect of 
the administration of the military assistance program. Section 110 of 
the Mutual Security Appropriation Act of 1955 was, in my opinion, 
excellent legislation. It was the result of a study directed by the 
ae and made by the Comptroller General, the Bureau of the 

Budget, FO.A, and the Department of Defense. Its purpose was to 
ascertain What changes were necessary in the financial structure in 
order to lay the foundation for clearing up the unsatisfactory financial 
and accounting situation which developed in carrying out military 
assistance as a separate program through existing Government agen- 
cies. For the first time, this legislation made possible the establish 
ment of practices which would utilize the facilities of the Army, the 
Navy, and the Air Force in the production, distribution, and supply 
of material to this program without excessive and useless overhead. 
It is making possible the adoption of understandable and clean-cut 
accounting practices, while at the same time making it possible to pro- 
vide the Congress with detailed category information as deliveries of 
goods and services are made under approved programs. The con 
version from the former unworkable practices has been a difficult 
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problem and in the first few months of its existence—when it was 
not completely understood throughout the executive branch and the 
Congress—has undoubtedly contributed to some of the misunder- 
-tanding of the recent months. But with the full cooperation of the 
( ‘omptroller General and the Bureau of the Budget I feel that the 
matter is working out as intended by the sponsors Sof the legislation. 


AMENDMENTS REQUESTED 


However, unless certain amendments requested by the executive 
branch are enacted we will not be able to carry out the intent of this 
section because certain provisions, as they now stand, cannot be 
applied to this or future year appropriations. 

In closing, I wish to state clearly that the amounts obligated, and 
the amounts placed in reserve to pay for deliveries under outstanding 
orders, were for portions of the overall program which are still re- 
quired. Also, the military portion of the amount requested in the 
budget is required to implement the programs anticipated in the fiscal 
vear 1956. In order to carry out the enttire program we need not only 
what was obligated and reserved in the fiscal year 1955 but an appro- 
priation of the amount requested by the President for fiscal year 
1956. 

This amount initially was $1.4 billion but the recent message of the 
President indicates that the amount can be reduced by $275 million, 
which after adjustment is $1,125 million. 

I will be very happy to try to answer any questions of the com- 
mittee, 

LANGUAGE CHANGES 


Chairman Haypen. As to the language changes which you men- 
tioned: what are they? 

Mr. McNetn. Section 110 was very satisfactory for fiscal year 1955, 
but. this section contains certain dates which make it applicable only to 
fiscal vear 1955. Those dates would require change in order to bring it 
up to date, and make it applicable in fiseal year 1956 and future 
years, 

In a program of this kind a continuing type of appropriation is 
the one which can best be administered and provide the cleanest 
accounting and most efficient operation. 

It would require very few changes in the language. 

The President’s message and I think Mr. Stassen’s letter contain 
the changes we believe are necessary. 

(renel ‘ally it would provide for continuing type funds which would 

eliminate the unworkable dates as they now exist in section 110. 


QUESTION OF DATES 


Chairman Haypen. Is it now primarily a question of dates only? 

Mr. McNei. That is the big question. The President’s message, 
however, asked that it be made into a continuing account. It would 
improve the administration of the program very much if it were 
changed to that. It and the other changes would automatically solve 
the problem of dates for fiscal year 1956 and in the future. 
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MUTUAL SECURITY APPROPRIATIONS, 1956 
DIFFICULTY WITH DOUBLE SYSTEM OF ACCOUNTING 


Chairman Haypen. I remember all the difficulty we had in times 
past when we had a double system of accounting where the Army, 
Navy, and Air Force were running one set of accounts and you were 
running another set and you could not get together. 

We enacted this legislation with the idea of making it possible to 
handle it on a one-account basis. 

Mr. McNeit. It has been a great help. It has been the greatest 
forward step that I have seen for years in this field. It was good 
legislation. 

It was. however, retroactive, and this temporarily has caused some 
problems. The bill, vou will recall, was passed sometime after — 
In the first year, as IT mentioned earlier, it took us until April 1 
get clearance from both the committees which initiated the legislation 
and the Comptroller General on the definition of obligations which 
affected the amount which we carried over. 

But in the short time it has been in effect we have been making 
re apid strides toward improvement. It is good legislation. 

Chairman Haypen. You want that legish: ation to be continued with 
merely a change in dates? 

Mr. McNem Yes, sir. But it would be helpful if you could pro- 
vide this program with continuing type funds rather than just change 
the dates. 

Chairman Hlaypen. Who has some questions ? 

Senator Porrer. Mr. Chairman, I have another committee meeting 
that I have to attend. Could Task a couple of questions before I have 
to leave? 

INABILITY TO OBLIGATE FUNDS 


Do T understand that you were un: able to obligate any of the funds 
in last year’s budget until April of this spring? 

Mr. McNetn. No, sir: we were unable to determine until June 21 
the precise amount of funds which the Congress authorized to be 
carried over last year. We, therefore, made in December an estimate 
that $500 million might be lost to the program. We just didn’t know 
how the obligations, when audited, would measure up against the 
new statutory criteria, and the exact amount was indefinite until 
June 21, 

POSITION OF BUREAU OF THE BUDGET 


The Bureau of the Budget—I think it was very natural—took the 
position that the last—I think it was about 20 percent—of the funds 
should not be released until the precise amount was known because 
they suspected perhaps our obligations were not as valid, under the 
new criteria, subsequently as the audit proved them to be. 

If the five hundred million dollars had been seven hundred and fifty. 
and they had released the money, then they would have been in a posi- 
tion of giving us some money we didn’t have. 

So there was an amount which we now know was $420 million that 
was available. We thought we would have at least three hundred to 
four hundred million dollars available, but until the audit was com- 
pleted and the certifications were made no one could be sure. 
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Senator Porrrer. You will not have the same difficulty in this 
budget ¢ 

Mr. McNern. No, sir; because we now have our criteria established, 
which people are rapidiy learning how to use, and the spot checks 
(hat we have made are proving that there is now a good understanding. 

Let me say that it was a real task retroactively to go back and 
measure, say, letters of intent. Was a particular letter of intent an 
obligation or was it not? If it carried enough detail to know exactly 
what was being bought, it could be. 

If you say you want airplanes but didn’t say the exact type, then 
we had to rule that out. It was that kind of definition which had 
to be developed. 

Then the criteria had to be apphed by auditors who initially didn't 
understand what was intended. I think we are over that “hump” 


DEOBLIGATION OF FUNDS 


Senator Porrer. This is my first vear on the committee. I assume 
that the questions I am asking now the other members of the commit- 
tee are familiar with, but I am interested in knowing what the pro- 
cedure is when you deobligate funds. I assume that with the fluid 
situation that you have in a program of this kind that after a pro- 
gram finishes up you will find that program maybe is not needed and 
vou will deobligate funds. 

If that has happened frequently, I would like to have that informa- 
tion and just what is the procedure you go through when funds are 
deobligated, and then reobligated again. 

Mr. McNeiti. First, sir, in a program of this kind I think there 
will always be changes of that kind. There has been considerable 
discussion, however, of the very large amounts of deobligations and 
reobligations in the last year. They fell in two distinet categories 
for this past year in cleaning up this progr: im under section 110 because 
it required entirely new procedures. 


CANCELLATION OF ITALIAN CONTRACT 


Let me deal with the first category by using an example. There 
was a contract placed in Italy for certain equipment. They found 
that the Communists were in control of the plant. The material 
was of a reasonably sensitive character. The contract was canceled. 

At the time that contract was canceled the amount of that obliga- 
tion then became free money again. 

Now, it so happened that a contract in the same amount went to 
inother company for the same material. In effect we merely changed 
the contractor's name. 

From an accounting standpoint, we had to deobligate and make a 
new obligation but it had not changed the program in that instance 
on contracts or obligations chi: ieeable directly to military assistance 
account. Under the new legislation there have been a few changes 
of that type, but not many. 
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DEOBLIGATIONS UNDER SECTION 110 


There have been considerable amounts of deobligation, however, «as 
required under section 110 in fiseal year 1955. In this category the 
Army, Navy, and Air Force had contracts outstanding with com 
panies for material chargeable to MDAP funds, money which had 
previously been allocated to the Army, with which they set up an 
MDAP account, and the obligation was directly chargeable to that 
account, 

Under section 110 that obligation was canceled out and_= substi- 
tuted therefor was the Army’s name and fund against that contract. 
That was the change. 

Perhaps the contractor didn’t know it except the office staff had a 
new account number to put on their bills. After the change it was an 
obligation of record against the Army rather than MD AP. The con- 
tract in effect would not be changed. 

Then those same amounts of funds were established under section 
110 as a reservation which meant when the Army got the material 
and paid for it out of their own money they could immediately bring 
the bill over and collect for it under the MDAP account. 


Usk OF DEOBLIGATED FUNDS IN NEW PROGRAM 


Senator Porrer. What about a deobligation where you have a 
project and as conditions change you find that project doesn’t require 
the same program that you envisaged and you have to cancel—lI as- 
sume vou cancel some contracts or divert some of the material that you 
contracted for. 

Now, if that is done and it goes to a new program, does the Congress 
know about that until you come before the committee again? 

The reason for this question is this: I am wondering if Congress is 
losing any of its responsibility of the purse strings w ith the change in 
the programs and using the funds that have been appropriated for 
one program for another program. 

Mr. McNem. I think, Senator, you asked about three questions. 
will try to deal with them in order. 


CONTRACTS FOR COMMON USE ITEMS 


As to the first question, and let me use a hypothetical case—if, for 
example, the program had called for 400 tanks to France, it was 
found later that 380 would Pi obviously vou could take off 20 from a 
contract, but if at the same time in Formosa, Japan, or somewhere 
else, 20 were short, because they had developed forces which required 
those 20 tanks, there would be no change in the obligation. We 
could change the destination of the material and in fact, the speed 
with which the various elements of programs were accomplished. 

So there would be no deobligation at that point, rather a change in 
the phasing of country programs. 

a that would be true on all items which were common to our 
own forces. As to an item such as a minesweeper, which had been 
bought directly against military assistance funds, I know of no 
changes in that category, no cancellations during fiscal year 1955. 
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There were many delays, no cancellations, but there were changes 
in deliveries as between countries. That could be done without any 
change in contracts or obligations. 


CHANGES REPORTED TO CONGRESS 


There have been many shifts of material of that kind; there have 
been some shifts of defense money to defense support, that is, from 
materiel to gasoline and some other common items of that kind neces- 
-ury to operate the equipment to keep the programs in balance with 
the delivery of military equipment. 

Those latter changes are, under legislation, reported to Congress. 
a is the type of change in program that section 110 was designed 
by the Congress to separate from the accounting and financial data 
<) as to make for a clean-cut system. 

Senator Porrer. They are reported / 

Mr. McNeit. Yes, sir. 


LONG OUTSTANDING OBLIGATIONS 


Now, another point that you did not ask about directly, but is perti- 
nent, L think, to your other question is the fact that some of these 
outstanding obligations for some time show very little activity. The 
question is ‘then raised in everybody’s mind, our own as well, Why is 
that a valid requirement; is anything being done on that? Among 
the best illustrations are the minesweeper contracts. 

There is a case where very little happened for a long time after 
the contracts were placed in 1951 and 1952 because we had never 
developed a modern nonmagnetic minesweeper of the type and one 
of the big problems today is magnetic mines. 

The best builders on both sides of the ocean thought they had 
solutions. 

I recall sitting in a very long session one time to find out why 
that item was 15 months late. One problem was the development 
of diesel engines which were nonmagnetic. They have done it, but 
‘here was not much action for a long time. 

We had the same problem in certain types of aircraft and if I may 
have your permission I would like to provide some specific detail off 
the record. 

(Discussion off the record. ) 

Therefore we had little action under such obligations and prac- 
tically no expenditures and deliveries for a long time. 

In fact, it ran on almost 2 years before they got the bugs worked 
out of the aircraft and before the engine would pass its proper tests. 

Senator Porrer. IT would assume that you would have to have a good 
deal of flexibility in a program of this kind. The reason for my ques- 
tion was if the Congress was informed of the various changes that 
“ure necessary as the program progresses 

Mr. McNet. Between kinds of effort, yes. Between shifts of 20 
tanks from one country which doesn’t need them right now to another 
country which can use them better at this moment—no. There are 
1 number of such changes that run into a terrific mass of de _ and I 
think that the managers down the street have to make such changes 

n order properly to manage the program. 
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Senator Porrer. That is all L have, Mr. Chairman. 

Senator Roperrson. Mr. McNeil, you are the Comptroller of the 
Department of Defense, Chief Budget Officer 

My friend, Gen. R. S. Moore is your special assistant. 

Mr. McNeu. Yes, sir. 

Senator Roperrson. Now, on page 12 of your statement you make 
this statement : 

The real issue, therefore, was whether the amounts which had been with- 
held by the Bureau of the Budget until the audit and certification were complete 
would be continued and would be available after July 1. This amount was later 
found to be $420 million. 


CONTENTION OF HOUSE COMMITTEE 


It is the contention of the House committee that your office made 
a definite commitment to them that you would not reserve or obligate 
that particular fund in order to avoid the application of the $200 mil- 
lion Mansfield limitation. 

They relied on the letter sent them on June 29 by your special assist- 
ant, General Moore. 

Are you familiar with that letter ? 

Mr. McNem. Yes, sir; it was in the form of a memorandum which 
we thought was reporting a position which had been taken. 

Senator Roperrson. Was that a commitment or not / 

Mr. McNeit. No,sir; we did not so regard it. 

Senator Ronerrson. Let us read the letter and then you can analyze 

and indicate just where. 

This is to make the record of Mr. Shaw’s 
Who is Mr. Shaw / 

Mr. Suaw. Iam, sir. [Tam the Assistant Comptroller for ISA. 

Senator Roperrson. All right— 


Mr. Shaw's and my understanding of the agreement reached yesterday, the 
28th of June 1955, by the three members present 


That is the three members of the House Appropriations Comumit- 
tee- 


in connection with the apportionment request to the Department of Defense mili- 
tary assistance funds now pending in the Bureau of the Budget. 

In substance, the agreement was as follows: 

(a) Unapportioned funds now held by the Bureau of the Budget in the 
amount of $420 million should not be released by the Bureau for immediate 
reservation by the Department of Defense to support common items. 

Why was that not a commitment as to that $420 million? Two rep- 
resentatives advised your office that they had found $700 or S800 mil- 
lion of unobligated funds. They complained about it and they entered 
into an agreement with your representatives that you would not obli 
gate the $420 million you would obligate the rest of it, plus what was 
left on that $200 million carr yover 

They said they wanted this in writing. It was put in writing and 
so far as the writing is concerned the language is plain. 

Risen you can either say they did not have the authority to bind you 

‘you can explain to us why that language does not bind you. 
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COMMITMENT NOT TO OBLIGATE $420 MILLION 


I cannot see anything, if they had authority to speak, why it was not 
1 definite commitment to the House before they voted that you would 
not obligate that $420 million. 

Mr. McNem. Senator, I believe that I see why there could be some 
confusion. In my opening statement I mentioned that when the 
Bureau of the Budget said that they had heard from Mr. Wigegles- 
worth and were holding up the apportionment, I said that this mat- 
ter was then brought to the attention of the Deputy Secretary of 
Defense, Mr. Anderson, who talked to Mr. Wigglesworth. It was re- 
ported to me that he said, 


[ don’t Know the details of this program 


Senator Roperrson. May | interrupt to say that [ have read all the 
veneral statement, but nothing in it touches the specific question I 
asked you. 


Mr. McNewm. All right, I will come to that. 


but will arrange to send the people up to explain it. 
Not to make any agreement. 

General Moore and Mr. Shaw went up to outline the program, 
and to explain the figures. When they returned, there were two 
memorandums written, One was sent by request of the committe: 
clerk, who, I am informed, had asked in effect, “Do you peop le 
understand the position of the three Congressmen ¢ If you will 
read this memorandum as written and punctuated in the way which 

did, because I had for background another memorandum which 
| will be glad to read here now, I think you will find why I be- 
lieved there was no agreement—rather a reporting of a position 
taken by the three Congressmen. 

Senator Roserrson. You cannot refer to another memorandum and 
say that makes this null and void. I am talking about this. 

Now, I have known General Moore a long time. He has never 
doublecrossed me, never gave me any misinformation. 

The House committee deals with General Moore like I deal with 
him and when he tells us something we believe it. 

Now, General Moore and Mr. Shaw signed this letter that you were 
hot going to obligate $420 million if the »y let you have the rest of 1 

Mr. MeNeu. I think the phraseology could be improved, but if 
you will read this memorandum : 


The agreement reached yesterday by the three members present 


you would find that it was an agreement between the 3 and not between 
the 3 and Defense. 

Senator Dirksen. That is the way I read it. The memorandum 
says an agreement by the three members, but it does not say with the 
Defense Department or with anybody else. 

When I read it that is the way I read it the first time I saw it. 

Mr. McNein. Senator Dirksen, I did, too, and I have the background 
of another memorandum which confirmed it. 

Senator ELLenper. Why should General Moore come into the pic- 
ture if it was an agreement between the three members? 

Senator Dirksen. Because he was there. 
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Senator ELLeNpER. But he is a liaison officer of the armed services. 
He has an office in this Capitol and represents the armed services. 
That is what he does. 

Senator Dirksen. He and Mr. Shaw were both there. 

Senator Roperrson. What they wanted was an agreement from thie 
Defense Department as to what position they were taking, which was, 
vou shall not spend this $420 million on the last day of the month. 

Senator Tuyr. Mr. Chairman, in order that this question be settled, 
and there has been a great deal of discussion about it, General Moore 
is right here in the room. 

I would like at this point to have a statement from General Moore 
that. clarifies the question of whether he was a party involved in this 
commitment that has been referred to here, because I do not under- 
stand it as such. 

For that reason, I would like it clarified at this point. 


EXCERPT FROM CONGRESSIONAL RECORD 


Senator Ronerrson. That suits me. While he is talking I would 
like to bring to his attention what Mr. Taber says on page 8779 of the 
Congressional Record : 


Mr. Davis of Wisconsin. In connection with the discussion which was just 
held with respect to this balance of money within the last 60 days of the 
fiscal year, I note on page 165 of the hearings the testimony is to the effect that 
they were to obligate about $73 million for the INFRA-structure program in 
the last 60 days, which amounts to 73 percent of last year’s appropriation and 
well over 50 percent of the carryover, plus the appropriation, which on its face 
shows a violation of that 25 percent provision, as I understand it. Yet, as far 
as I can tell, the committee took no cognizance of that admitted violation of 
the 25-percent provision in the markup of the bill. Does the gentleman have 
any recollection on that point? 

Mr. TABER. Yes, I have a recollection. We took very decided action and paid 
very special attention to it. We provided in the bill that not more: than 20 
percent of the appropriation and of the availability could be obligated or 
reserved, 

I am emphasizing the word “reserved” in the last 2 months of the fiscal year 
That action we took because we did not want to be fooled again. 

Mr. Jupp. Mr. Chairman, will the gentleman yield? 

Mr. Taper. I yield to the gentleman from Minnesota. 

Mr. Jupp. Was it not 25 percent within the last 60 days? 

Mr. Taser. Twenty-five percent in the 1955 bill, but it was 20 percent in the 
1956 bill. 

Mr. Gary. Mr. Chairman, will the gentleman yield? 

Mr. TABER. I vield to the gentleman from Virginia. 

Mr. Gary. It is my understanding that the item of the committee said 
“obligated and/or reserved,” so that there would not be any way to get 
around it. 

Mr. Taner. That is correct, so that that would be an absolute prohibition. 

Mr. Davis of Wisconsin. This provision in this bill cannot effect the showing 
in the record that they did violate the provision that existed in last year’s bill 
I can find no evidence in this year’s appropriation that this has been reduced 
It is an intrastructure in any way, to take cognizance of the present vear’s 
appropriation. 

Mr. TABER. That is correct. 

Mr. PASSMAN. Mr. Chairman, will the gentleman yield? 

Mr. TABER. I yield to the gentleman from Louisiana. 

Mr. PAssMAN. I might say the FOA reserved 45 percent of the total 1955 
appropriation during May or June. 

Mr. Taser. That is correct, and that was in violation of what was the intent 
of the committee a year ago. 

Frankly, lam in support of this bill as it stands. Every item was worked out 
so that we had a general agreement insofar as I was concerned on the amount of 
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each item that was there. Frankly, some of them I do not like, but I agreed 
to them and that is it. But I just want to call attention to this fact: We gave 
them in this bill $704 million. They have reserved, and that is a kind of a block 
that represents what used to be called unobligated, $2,708 million. The total 
of those figures is $38,400 million for the military picture, and that is just as 
uuch money, within $500,000 as they had available last year. That is the situ- 
ation with which you are confronted. So you may see how we get into trouble 
and how you get into trouble. I am calling your attention to page 259 of the 
hearings, where they were requested to place in the record a table showing com- 
pletely what they had deobligated. The total amount that was available to them 
when they started the fiscal year to obligate, was $5,499 million. I do not know 
how much they spent the first 6 months. I do not have a record of it, but they 
cnuine to January 31 there was an unobligated balance of $6,225,374,383, or about 
ssO0 million more than they had available on the day they started. 

When we got down to the 31st of March there was an unobligated balance of 
6.522 million or $800 million more than they had available unobligated on the 
Sist of January. 

I will not continue reading that, but Mr. Taber was quite emphatic 
that they had an agreement “that they would not obligate this whole 
$420 million in the last few d: ays and it was actually obligated on the 
last day. 

That 1s something that the House felt very deeply about and it 1s 
something of concern to us and the purpose of these hearings is to see 
if there can be any way to explain away what looks to us like a definite 
promise that they would not do what was done. 

Senator Dirksen. Now, I suggest that General Moore, without in- 
terruption give his version. 


STATEMENT OF MAJ. GEN. R. S. MOORE, SPECIAL ASSISTANT TO 
THE COMPTROLLER, DEPARTMENT OF DEFENSE 


GENERAL STATEMENT 


General Moore. Mr. Chairman and members of the committee, I 
am happy to attempt to explain exactly what transpired and to em- 
phasize that there was no agreement to give up this $420 million on 
the part of either myself or Mr. Markley Shaw, who is sitting at this 
table on my left. 

As Mr. MeNeil has pointed out very clearly in his statement, we 
arrived on the 27th of last month to the point where there was ob- 
jection expressed-—reported to have been by Congressman Wiggles- 
worth, to the approval of an apportionment then pending in the 
Bureau of the Budget which amounted to some $723 million of last 
vear’s funds under this appropriation now being considered. 

In connection with the advice that we had, the advice included 
statement that the apportionment was being withheld and I under- 
stood that it would be withheld until certain congressional opposition 
had been waived or removed. I didn’t know too much about the 
details of this matter, but I knew it was serious and Mr. Shaw and 
| immediately went to see Deputy Secretary Anderson. 

L suggested that the Secretary pick up the phone and call Struve 
ITensel in Europe. He decided not to do that, but since Mr. Wiggles- 
worth, a member of the House Appropriations Committee, was in- 
volved, he would call him. 

As a result of that conversation which was made in my and Mr. 
Shaw’s presence, we were directed to go down and see Mr. Wiggles- 
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worth and attempt to get such opposition as might exist on the pari 
of the members of the committee who had expressed opposition, re- 
moved in order that approval might be had of this apportionment. 

That was our mission. If we did not succeed in doing that, we then 
had no other mission before us at that moment. 

Now, I had eensiderable difficulty. They were having conferences 
here in this room; they were having a hearing in the House. T saw 
Mr. Wigglesworth and I talked to him in the hall and he expressed 
his opinion that the apportionment I was talking about should not be 
approved, 

T did not stop my efforts to seek the withdrawal of the opposition, 

Mr. Taber was in conference, but they had a rolleall, so I managed 
to get permission to walk with him back over here and I discussed the 
matter again, still seeking to get approval of that apportionment or 
the removal of his opposition to it. 

I failed. But I did get an agreement that after the conferees had 
finished here, that he would meet with Mr. Wigglesworth in the com- 
mittee room. 

As soon as the conferees finished ova: here, we did meet, it was 
getting late. 

Senator Dirksen. We, meaning whom ? 

General Moorr. Mr. Wigglesworth, Mr. Taber, Mr. Markley 
Shaw, myself, and also there was brought into the picture at that time, 
Mr. Passman, chairman of the committee. 

Senator Toye. What date was this? 

General Moore. The 28th of June, I believe. 

I explained, not as well as Secretary McNeil has explained in his 
memorandum—— 

Senator ELLenper. General Moore, you would be in a better posi- 
tion to explain because you were there. How could he explain it 
better than you could?) You were there. 

Remember, all the conversation we had when all this was going on. 
I wish you would relate that, too. 

General Moore. I failed to make that clear. What I was explain- 
ing was the need for the continued use and the permission to use the 
funds that were then available, and that is what I think Mr. McNeil 
has explained much more clearly than I did to the gentleman that I 
talked with. That is because I did not wa the degree of familiarity 
with this defense program that my chief has and as others who worked 
with that program from day to day. 

What I am trying to point out is that I failed and I failed up to 
about 7 o’clock—the answer that I could see I was about to get was 
“No.” on the whole thing. 

Chairman Haypen. Let me see what was the whole thing that the 
“No” was on? 

General Moorr. The $732 million apportionment pending in the 
Bureau of the Budget. 

Chairman Haypren. You were seeking to have these gentlemen in 
the House agree that the Bureau of the Budget could make that 
apportionment ? 

General Moore. Yes, sir: and it was divisible into two portions: 

I had made that plain to them as I went along. There seemed to 
be in the conversations much less opposition to the $312 million portion 
than there was to the $420 million. 
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After the three members of the committee, and I will state again, 
they were Mr. Passman, Mr. Taber, and Mr. Wigglesworth, got up 
leaving me there with no accomplishment of my mission whatsoever, 
I said, “Gentlemen, may I tell the Department that you have no objec- 
tion to the approval of the $312 million portion of this apportion- 
ment ¢” 

Very quickly, without sitting down, each one of the members said 
they would interpose no objection, or substantially that. 

Mr. Orescan who was present as the professional staff member of 
the committee then stated that it was somewhat complicated and 
asked me if I would give him a memorandum for the record of my 
understanding of what had transpired. 

[I did and I wrote the memorandum to the staff member and I tried 
to indicate as clearly as I could that it was my understanding of 
the answer they had given me and Mr. Shaw in reply to our plea. 

Mr. Chairman, that is as nearly as I can state it, exactly, what 
transpired. 

Senator Roperrson. General, let me pinpoint the difference from 
the standpoint of the House committee. They claim that they ob- 
jected to all of the $700 million plus. You wanted all of the $700 
million plus. They claimed that they reached an agreement with 
you that you could have all of it except $420 million and that you 
agreed to that and then they said, “We want that in writing,” and 
they claim they got it in writing. 

Your explanation is that all this writing meant was that they had 
agreed to release $312 million, but the $420 million they would not. 

They say, what is the use of getting it in writing when we thought 
that that was the deal. We will interpose no objection to nearly half 
of it if you agree not to obligate the $420 million. 

General Moore. Mr. Chairman, I have the deepest respect for the 
contentions of the Members of the House as well as I have for every 
member of this body. I have manifested that respect upon occasion 
after occasion during the last 17 to 19 years that I have been appearing 
before these gentlemen. 

[ want to say emphatically that I was not in a position to offer a 
portion for approval of another portion. 1 did not do it and there was 
no mention prior to the completion of that meeting of any letter of 
confirmation, but after the members had finished, the staff member 
asked me to give him a memorandum of my understanding of what 
had transpired. 

I cannot say that any more emphatically than I have said it, and 
| have never regretted anything more than to be obliged to st: a this 
now when I have read a rather contradic ‘tory statement which I think 
was made in the heat of floor debate, because I am positive that there 
is no member that I had anything to do with on that day who would 
intentionally make a mistake. 

Senator Dirksen. Now, the appropriate question at this point is— 
there was a first draft of thismemorandum. Mr. Shaw, I thought you 
sud 

Senator ELLENpER. Where is the first draft now ¢ 

Senator Dirksen. Wait a minute. Mr. Shaw, I though you said 
there had been a first draft, that you made a draft of a memorandum 
that you thought made this a good deal more clear than the one that is 
before us. Is that correct? 
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STATEMENT OF MARKLEY SHAW, ASSISTANT TO COMPTROLLER, 
DEPARTMENT OF DEFENSE 


FIRST DRAFT OF MEMORANDUM 


Mr. Straw. That is correct. 

Senator Dirksen. Where is that memorandum / 

Mr. McNein. I have it. 

Senator Dirksen. Now, I think we should have that memorandum 
read. 

Mr. Suaw. May I say to help clear this thing, Mr. Chairman, that 
as soon as I returned to the office after meeting with these gentlemen 
and General Moore, I went to my own office and dictated the memo 
randum that will now be read. It was a memorandum that was 
written before any fur ies aamociiaatid with the general. 

It was just my idea at that time, immediately after the meeting, of 
what had transpired. 

Senator Dirksen. Suppose you read that into the record. 

Mr. McNeu.. Subject: Result of Meeting With Representative of 
th Department of Defense in Connection W ith the Foreign Aid Bill, 

Senator Dirksen. Is it dated? 


DATE OF SITAW MEMORANDUM 


Mr. McNein. This is not dated, but Mr. Shaw gave it to me and 
I read General Moore’s memorandum in the light of this memo as 
well. 

Senator Tryr. Then Mr. Shaw is here. Why do we not have the 
approximate date in his opinion, or in his memory, that this memo- 
randum was prepared ? 

Senator Roserrson. Before you testify on that, Mr. Shaw 

Senator Tryr. Mr. Chairman, I have just asked for a specific 
here. May we please have the answer to that question ? 

Mr. Suaw. I prepared my draft memorandum the 28th of June, 
sir, as soon as I returned. 

Senator Tryr. Thank you. 

Senator Roserrson. Now, Mr. Chairman, I want to make this 
suggestion: that Mr. Shaw prepared this memorandum on the 28th 
of June and gave it to his boss. Did he also give the second draft 
to his boss and get the boss’ approval before that was signed? 

Mr. McNein. I didn’t see that memo until after it had be en sent. 
Then after there was a question raised I read them both in that 
light. There was no agreement, rather the reporting of an 
announcement. 

Mr. Suaw. I think it would help if I may add another remark. 

As soon as this draft was completed I took it to General Moore the 
following morning, the 29th of June, and it was on the basis of that 
memorandum plus his own memory of what had occurred, that he 
wrote the one that is now in the record as the Moore memo. 

Chairman Haypen. Please read it. 

Mr. McNem. The text is: 

Memorandum for Congressmen Passman, Taber, and Wigglesworth. 

This is to confirm our understanding of the meeting held in the Capitol with: 

you, Markley Shaw, representing the Department of Defense, and me, June 28. 
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1955, in connection with the apportionment request from the Department of 
Defense for military assistance funds now pending at the Bureau of the Budget. 

You three Congressmen announced yourselves as being unanimous in the 
belief that the unapportioned fund now held by the Bureau of the Budget in the 
amount of $120 million should not be released by the Bureau for immediate 
eservation by the Department of Defense to support Common item orders on 
the military departments to deliver approved program items prior to June 30, 
1957, in accordance with the procedure specified by section 110, Public Law 77s. 
It is our understanding that you were agreed that such action would be legal, 


but that vou considered the result would be to establish large obligations at the. 


very end of the fiscal year, a practice which you have been trying to discourage. 
You indicated that if the apportionment was obtained you would recommend to 
the House Appropriations Committee on Foreign Operations an amount equal 
be deducted from our fiscal year 1956 budget request of $1.4 billion. You also 
indicated that you would have no objection that the Bureau of the Budget re- 
apportion the amount of approximately $312 million included in the apportion- 
ment request now pending in the Bureau of the Budget which represents funds 
which were previously allocated in the military department for direct obliga- 
tion against shipbuilding, offshore procurement, facilities assistance, develop- 
ment of advanced weapons, infrastructure, and other similar purposes of ap- 
proved programs reserved before the end of the fiscal year to cover common 
items required by the program. 


Senator Dirksen. This is a memorandum of what they said? 
Mr. McNett. When I read, “You three Congressmen announced 
yourselves,” and then I read the following: 


This is to make a record of Mr. Shaw’s and my understanding of the agree- 
ment reached yesterday, the 28th of June, by the three members present. 

[ could come to no other conclusion than that it was a report of an 
announced position—not an agreement by Defense. 

Senator Dirksen. With respect to. They did not make a deal. 

Mr. McNem. That is right. 

Senator Dirksen. I could not read a deal in there at all. 


Mi. McNett. I could not either, sir. 
LENGTH OF GENERAL MOORE'S SERVICE 


Senator ELLENpER. General Moore, how long have you worked on 
the Hill as a liaison officer between this committee and the armed 
services / 

General Moore. I have worked on the Hill as a liaison with the 
Appropriations Committees of both Houses, and never in any other 
capacity. 

Senator ELLeNpER. How long have you so worked? That is all I 
um asking. 

General Moore. Since 1935, with the exception of 1 year when I 
was on duty in New York. I went to New York in June 1939 and 
returned in June 1940. 

Senator Ettenper. What are your duties as liaison officer? Whom 
did you represent ¢ 

General Moors. I represented for a long time the budget officer of 
the War Department. 

For the last several years I have represented Mr. McNeil. 

Senator ELLeNper. Before you prepared this, did you consult Mr. 
McNeil? 

General Moore. I did not. 

Senator ELLENDER. Why not / 
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General Moorr. It was merely a statement of my understanding 
which I felt should have been precisely what I reported to him orally 
and nothing more nor less than passing back to the committee for 
the record information, as to a position that I had passed to the 
Department. 

Senator ELLenpER. Now, if this was not a memorandum incorpo- 
rating an agreement between you as a representative of the Depart- 
ment of Defense and Mr. Shaw, but rather was a memorandum 
embodying only an agreement between the three Congressman as 
to what they understood and what position they had assumed on this 
matter, why should that have been put in writing? 

General Moore. Because the professional staff member of the com- 
mittee asked me to do it, and I could see nothing unreasonable in that, 
and I did it; I did it willingly, and I did it as quickly as I could. 

It was delivered to him the very next morning as soon as I had 
completed my verbal report to Secretary McNeil. 


APPROVAL DATE OF SECTION 1311 


Senator Dirksen. Mr. McNeil, just make your response short and 
I will try to keep my questions short. 

Section 1311, supplemental 1955, was approved August 24, 1954. 
Up to that time you had a rather involved system of accounting. 

Mr. McNet. Extremely involved. 

Senator Dirksen. Section 1311 was theerfore designed to simplify 
that accounting and define more clearly what an obligation was? 

Mr. McNe.. Correct, sir. 


DEFINITIONS OF OBLIGATIONS 


Senator Dirksen. And among other things, section 1311 sets out 
eight types of obligations? 

Mr. McNet. Yes, sir. 

Senator Dirksen. And requires a report ? 

Mr. McNem. Yes, sir. 

Senator Dirksen. In fact, section 1311 requires that where a report 
is made pursuant to subsection (d), that there has to be in every 
case a certification supported by evidentiary documents? 

Mr. McNem. Correct, sir. 

Senaotr Dirksen. it is also retroactive and went. back to the begin- 
ning of the fiscal year, which would be July 1, 1954? 

Mr. McNet.. Yes, sir; and even 1 day before that because the 
amount carried over was to be June 30. 


FILING OF REPORTS 


Senator Dirksen. That is right, because the law says it is retro- 
active to the last day of the fiscal year. 

Now, section 1311 says with respect to fiscal vear 1954 you would 
have until the 31st of December to file a report ? 

Mr. McNetw. Yes, sir. 

Senator Dirksen. With respect to succeeding fiscal years it pro- 
vided that the report should be filed on the 30th of September ? 

Mr. McNeu.. Correct, sir. 
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Senator Dirksen. So much, then, for section 1311. 

Mr. McNet. I would like to add one thing. We could not com- 
plete it by December, because 

Senator Dirksen. I will get to that. 


DRAFTING OF REGULATIONS 


Now, then, section 1311 transformed your whole accounting system 
down there and in order to make it clear you had to take what Congress 
put into the law and extend it by a series of rather complicated regu- 
lations ¢ 

Mr. McNew. We did, sir, as far as the evaluation of the obligations 
was concerned. 

Senator Dirksen. It took a little while to draft those regulations 
and it had to be done by the Comptroller General. 

Mr. McNett. We prepared the first draft. 

Senator Dirksen. And submitted them to the Comptroller General ? 

Mr. McNett. Yes, sir; on November 2. 

Senator Dirksen. Your statement indicates that it was the 2d of 
November 1954, roughly 214 months after the effective date of section 
1311, before the first draft was even properly in the mill and receiving 
attention. 

Mr. McNet. We completed a set of regulations as far as we were 
concerned subject to the concurrence of the Comptroller General and 
concurrence of the committees. 


CLEARANCE OF OBLIGATIONS 


Senator Dirksen. But you could not move on clearance of obliga- 
tions until your regulations had been approved by the Comptroller 
General ¢ 

Mr. McNett. That is correct, since the Comptroller General would 
have the final say on how we administer the provision. 

Senator Dirksen. Your statement says that because it was involved 
that it was actually the 4th of March 1955 before you had a formal 
opinion from the C vomptroller General. 

Mr. McNet. That is correct. 


DELAY IN CLARIFYING OBLIGATION DEFINITION 


Senator Dirksen. Until the 4th day of March 1955 your hands were 
tied and actually could not go ahead in spelling out these definitions 
of what constitutes an obligation until that time. 

Mr. McNer. That is correct, but on the 4th of March the problem 
still was not settled because the formal opinion differed in 2 or 3 major 
respects from what had been expressed in the committee report of the 
Congress as to their intent. 

Therefore, there followed conversations finally culminating in a 
session between Mr. Cannon, Mr. Taber, Mr. Harvey, Deputy “Secre- 
tary Anderson, and myself, because Mr. Anderson had discussed this 
section the year before while the legislation was in preparation, and 
because the opinion of the C omptrolle r General indicated another law 
was in conflict, we felt that the matter had to be discussed with the 
committee, and it took until April to get that. 

Senator Dirksen. About when in April was it ? 
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DATE OF COMPLETION OF REGULATIONS 


Mr. McNem. It was the 28th of April when it was completed. 

Senator Dirksen. So actually it was April 28, 1955, before complete 
action was had upon regulations pursuant to sec tion 1311! 

Mr. McNew. ‘That is correct. 

Senator Dirksen. That, then, was the first time that you felt that 
you could start legally obligating money under the new definition! 

Mr. McNetm. No, sir; that was not quite the situation. We could 
make obligations, but they were always subject to question at that 
time—— 

Senator Dirksen. I said legally, so that you were legally sure you 
could make them ? 

Mr. McNew. That is correct. 

Senator Dirksen. So as to be legally sure of your obligations it was 
the 28th of April, nearly the Ist “of ‘May, before you were on solid 
ground with respect to that section 1311 written by the Congress, or 
submitted to the Congress and approved by the Congress, really 
meant ¢ 

Mr. McNew. That is correct, sir, both with respect to obligations 
which had been made before June 30, 1954, as well as current obli- 
gations. 

Senator Dirksen. You had then actually 60 days to the end of the 
fiscal year in 1955 in order to get underway on this thing 

Mr: McNew. That is correct, plus in that same saat. 

Senator Dirxsen. I will get to that. 


REQUIREMENT FOR CERTIFICATION 


Now, there was another requirement in section 1311 that in connec- 
tion with the reports to be filed with obligations there had to be a 
certification by the head of the agency or the division, the appropriate 
division. 

Mr. McNew. Correct, sir. 

Senator Dirksen. So you had to go ahead and audit and certify 
under section 1511 in order to carry out the validity of those obliga- 
tions according to the law? 

Mr. McNem. That is correct. 

Senator Dirksen. That meant going back over all your figures and 
getting your reports and your certifications and your audits and they 
had to be certified to be” correct, you had to do that work; is that 
correct ¢ 

Mr. McNet. That is correct. 

Senator Dirksen. So the bigger the amount involved, the longer it 
took. 

Mr. McNett. This applied to all the appropriations, including those 
of the Department of Defense. 

Senator Drrxsen. So the certification had to start beginning 
roughly about the 1st of May 60 days before the end of the fise al year 7 

Mr. McNett. That is right. 

Senator Dirksen. In the case of the Navy, it did not take quite as 
long because there was not as much money involved ? 

Mr. McNem. That is correct ; the Nav v administers a smaller pro- 
portion of military assistance funds. 
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Senator Dirksen. In the case of the Air Corps they came within the 
time limit that you set on it? 

Mr. McNem. Approximately. 

Senator Dirksen. The Army found, however, being more involved 
and the obligations being more involved, took longer ¢ 

Mr. McNeiL. ¢ ‘orrect, : sir. 


DATE NAVY CERTIFICATION OBTAINED 


Senator Dirksen. When did you get the Navy certification to com- 
ply with section 1511? 

Mr. McNew. We will get the date and insert it in the record at this 
pont, 


AIR CORPS CERTIFICATION 


Senator DirksEN. When was the audit and certification completed 
and submitted in the case of the Air Corps? 

Mr. McNeiz. We will get that date also. 

Nore.—The information regarding the dates upon which certifications under 
section 1311 with respect to the military assistance appropriation accounts were 
received in the Office of the Secretary of Defense is as follows: 

Department of the Navy: Information required pursuant to seetion 1311 per- 
mitting us to proceed under section 110 was received from the Navy June 13, 
195. 

Department of the Air Force: Information required pursuant to section 1311 
permitting us to proceed under section 110 was received from the Air Force 
June 17, 1955. 

DELAY IN ARMY CERTIFICATION 


Senator Dirksen. Now, your statement says in the case of the Army 
having the greatest problem, it did not comply with section 1311, 
namely, the audit and certification requirement, until the 21st of 
June 1955. 

Mr. McNem. With respect to military assistance; that is correct. 

Senator Dirksen. By that time you were within 9 days of the end of 
the fiseal year ¢ 

Mr. McNem. That is correct. 

Senator Dirksen. So that to have complied with all that Congress 
required of you and to be sure that you were on ground, you “had 
actually 9 days before the end of the fiscal year before you could 
comply with section 1311 ? 

Mr. McNett. And know where we stood on the account. 

Senator Dirksen. That is right. 

Then you had, of course, some refining to do with respect to that 
estimated loss of $500 million ? 

Mr. McNett. That is correct. 

Senator Dirksen. Which was finally reduced on the basis of your 
findings to $225 million so that the budget request could be reduced 
by $275 million. 

SALVAGE OF $279 MILLION 


Mr. McNetu.. Because our loss was $275 million less than was antici- 
pated when the program was developed and the President submitted it, 
there was initiated by the executive branch, as I said, and reflected in 
the President’s notification to Congress, a reduction of the same 
amount, 
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Senator Dirksen. I assume from the testimony we had yesterday 
and the day before, that before all of this got in the clear you were up to 
the 29th day of June, 1 day before the end of the fiscal year? 

Mr. McNetn. That is correct. It was June 24th when the request 
for apportionment was made. 

Senator Dirksen. Meanwhile, however, work had gone forward for 
months and months with respect to the moneys to be obligated and the 
specific types of equipment and probably where it was to be allocated, 
all that rough-in work and the detail had been in process in your shop 
for a long time, a good long time. 

Mr. Mc New. That is correc t, sir. 

Senator Dirksen. So that the 30th day of June you did then make, 
you did obligate Army, Navy, and Air Corps in consonance with state- 
ments that you filed’ with the committee showing project numbers, 
specific material, and equipment, and so forth ? 

Mr. McNeu.. That is correct. 

Senator Dirksen. But the work behind that was not the work of a 
day, but months? 

Mr. McNeit. That is correct. 

Senator Dirksen. So that there was nothing either accidental or 
surprising about it; there was a whole backlog of effort, and had you 
been free and had you been on good ground with respect to section 1311, 
you could have made those obligations long before the 30th of June? 

Mr. McNrin. Most of them would have been made months before. 

Senator Dirksen. So that the basic reason why it was not obligated 
was all the procedure required by way of reports, audits, certification, 
consultations with the Bureau of the Budget on the regulations, and 
so forth, that consumed all the time up to the last day of the fiscal year 
before you got in the clear and felt that legally the obligations could 
be made. 

Mr. McNew. And knew just exactly how much was available. 


BUDGET BUREAU ADVISED GETTING MR. TABER’S APPROVAL FOR 
APPORTIONMENT 


Chairman Haypen. May I interrupt to get a date straightened out 
inmy mind? When was it that you sent over to the Budget the seven- 
hundred-odd-million dollars? 

Mr. McNett. The 24th of June, sir. 

Chairman Haypen. They questioned it from the 24th, or they did 
not act on it until the 30th? 

Mr. McNem. As I said in my statement, we sent it over on the 24th. 
On the 25th we learned from the Bureau of the Budget staff that the 
Bureau did not want to release it unless Mr. Hensel got clearance from 
Mr. Taber. 

Senator YounG. May Task a question at that point ? 

Chairman Haypren. Just a second. I want to pursue this. Then 
what happened ? 

Mr. McNett. I talked to Mr. Hensel about it. We thought that was 

rather a peculiar process, but because the time was so short, I was in- 
formed by Mr. Hensel on Monday morning the 27th that he had talked 
to Mr. Taber. 

Later I learned he talked to Mr. Passman and Mr. Vorys also. He 
told me just before he left for Europe that Mr. Taber had not been 
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enthusiastic, but finally said all right. He also told me that he was 
passing the word on to the Bureau of the Budget. I was later in- 
formed that this was done. 

Chairman Haypren. He was telling the Budget to go ahead and 
ipprove the whole amount ? 

Mr. McNem. That Mr. Taber had reluctantly said “All right.” 

Chairman Haypen. So what the Bureau of the Budget had before 
them was word from the Secretary, Mr. Hensel, that he wanted them 
tomake the approval of the whole amount ! 

Mr. McNeu. Then the following day I heard the apportionment 
vas in the process of being approved. 


MR. WIGGLESWORTH’S OBJ ECTIONS 


The following day the staff of the military-assistance group heard 
the apportionment was again held up because Mr. Wigglesworth had 

talked to either the Director or the Deputy Director and expressed 
objection. 

Chairman Haypen. In the Budget Bureau / 

Mr. McNet. Yes, sir. 

Chairman Haypen. Mr. Wigglesworth was in direct contact with 
the Budget Bureau / 

Mr. McNett. Apparently, sir; I was not available, I was in another 
meeting with the Joint Secretary, and Mr. Shaw and General Moore 
went to see Deputy Secretary Anderson directly, and Mr. Anderson 

called Mr. Wigglesworth and said, substantially, “TI would like to send 
a couple of representatives up and explain it to you.” 
Senator Youne. I wonder if I could ask 1 or 2 questions. 


HOUSE INFORMED OF ALLOCATION DIFFICULTIES 


When did you inform the Appropriations Committee as to your new 
difficulty under the procedure in making these allocations 4 

Mr. McNem. As to the difficulties we were having under section 
1311, it was, I believe, in January or February at the opening of our 
Defense Department hear ings in the House Appropri: ition Committee. 

Senator Younc. You informed the House committee ? 

Mr. McNetu. Yes, sir. Mr. Taber was present in addition to regu- 
lar members of the subcommittee, and the record shows clearly the dis- 
ussion on the subject. We told him we could not meet the date be- 

cause we had not gotten clearance from the Comptroller General. 

Senator Youne. Why was not the information passed on to all mem- 
bers of the Appropriations Committee on both sides ? 

Mr. McNett. It was, sir. I believe I included it in my opening 
statement before the Senate Appropriations Committee, as well. 1 

called attention that we were not meeting the date set in the act. 

I thought the least we could do was to inform the committee of our 
»roblem, and we were struggling to meet the dates. 

But before we got ¢ learance from both the ( ‘omptroller General and 
so after that the approval of the committee which initiated the regu- 

lation We Were in trouble. We could not submit the certification they 
required. 

Senator Youne. You will agree it looks bad in submitting certifica- 
tion on the last day of the year? 

_ Mr. McNett. I agree. I think our record through the years has 
been good, however. 
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CLEARANCE FROM MR. TABER 


Senator ELLeNpER. What was it that Mr. Hensel suggested be 
cleared with Mr. Taber ? 

Mr. McNeiw. The Bureau of the Budget passed the word that be- 
fore they would release the apportionment that Mr. Hensel should 
go to Mr. Taber. 

Senator EiLtenper. When you speak of apportionment, what do 
you have in mind? 

Mr. McNet. That is the release of the money in question. 

Senator ELLENDER. Now, you said that Mr. Hensel wanted to clear 
it with Mr. Taber. 

Mr. McNet. No, sir; the Bureau of the Budget insisted that Mr. 
Hensel clear it. 

Senator ELLENDER. Why was it to be cleared with Mr. Taber? Why 
was it necessary to come to Mr. Taber ¢ 

Mr. McNen.. I don’t think it was, sir. 

Senator ELLENDER. But Hensel suggested it, you said 4 

Mr. McNem. No, sir; the Bureau of the Budget said they would not 
release the funds until he did clear it, until Mr. Hensel went to Mr. 
Taber and got clearance for them to release it. It was a little bit 
unusual, sir. 

Senator ELLENDER. Now, we come down to what happened here. It 
is now very plain tome. Here was a memorandum for Congress, in- 
volving three Members of the House of Representatives, Representa- 
tives Passman, Taber, and Wigglesworth, in respect to the $732 mil- 
lion, composed of these two items : $420 million and $312 million. Mr. 
Hensel suggested, or somebody suggested, that the apportionment. be 
cleared with Mr. Taber. 

Mr. McNem. The Budget Bureau suggested that Mr. Hensel clear 
with Mr. Taber before this. 

Senator ELLENpER. Now, when you say Mr. Taber said it was all 
right, that statement is a direct contradiction of the agreement that Is 
now before us. 

Mr. McNet. It isin contradiction; I agree. 

Senator ELLenper. Therefore you have evidence showing that there 
was this agreement. 

Mr. McNem. Wait, sir. Mr. Hensel’s discussion with Mr. Taber 
was on the 25th or 26th. It was before the 27th. I talked to him 
on the morning of the 27th, because I wondered when he left for 
Kurope if there were any loose ends to be picked up. That is why | 
said, “Did = get to see Mr. Taber ?” 

He said, “I did; I talked to him.” 

Senator Exnenper. Mr. Taber said “All right,” as you have stated 
previously, 

Mr. McNem. He, Mr. Hensel, told me exactly those words. 

Senator EtLenper. And that statement is in direct conflict with the 
agreement that General Moore says and Mr. Shaw says was an agree 
ment between these 3 men, 1 of whom was Representative T aber- 
the agreement which you have stated did not involve the Department. 

Mr. McNein. The incident you refer to came up 2 days later. 

Senator ELvenper. I understand that, but it is in direct contradic 
tion with the statement that was made just now by you that Mr. Taber 
said the apportionment was all right, beeause Mr. Taber in this memo 
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randum, said the agreement was that the $420 million was not to be 
obligated. ‘There was no objection to the $312 million. 

So that clears the whole thing, in my humble judgment. 

Mr. McNei. Senator Ellender, first, I reported exactly what Mr. 
Hensel told me was his conversation with Mr. Taber. 

Senator ELLeENpER. But you do not have any doubt that was correct, 
that Mr. Hensel talked to Mr. Taber about these two items ? 

Mr. McNei.. He talked to him about the $420 million. That is the 
only item I know he talked about. 

Senator ELLenper. And you say that Hensel reported that Mr. 
Taber said it was all right? 

Mr. McNeiv. Reluctantly said all right. 

Senator ELLenper. That is in contradiction with this memorandum. 

Mr. McNeit. Then it was 2 days later that this came up. As I 
stated in my statement, the apportionment was started in motion after 
Mr. Hensel’s report to the Bureau of the Budget, then it was held up 
again because it was reported that Mr. Wigglesworth had called the 
Bureau of the Budget expressing objections, then started the events 
that led to this memorandum, sir. 

Senator ELLENDER. But the fact remains that the thing at issue 
when this question was raised by the Bureau of the Budget was what 
obviously was an understanding between the Defense “Department 
and the committee that the $420 million would not be obligated. Oth- 
erwise, there would have been no reason for the Budget Bureau to 
require the Department to clear with the committee. You have said 
that Mr. Taber was reported to have said it was all right to obligate 
the $420 million. Such could not have been, in the light of this 
signed agreement, because the agreement deals with the very thing 
that Mr. Hensel and Mr. Taber talked about. 

Mr. McNern. The same thing. 

Senator ELLeNDER. In my humble judgment, this all confirms the 
fact that there was some understanding or some agreement with the 
Department and these Congressmen that it was all right to proceed 
with the $312 million, but not to do anything about the $420 million. 

Senator Dirksen. Mr. Chairman, I do not concur for a moment. 

Senator Exinenper. I know you do shee Senator Dirksen, but the cat 
always comes out of the bag. 

Senator Dirksen. I want the-record to show that that is your per- 
sonal opinion, but that is not mine. 

Senator ELLeENpeR. I am sure it will, but I want to see you wiggle 
out of that one. 

APPROPRIATION TECHNIQUES 


Senator Dirksen. To me it is plain as paper on what happened 
here. Ifaving served on that committee in the House for 12 years, I 
have some knowledge in the field of appropriation techniques. 

Senator ELLENpER. I had occasion to talk to Congressman Passman 
and he told me in unequivocal terms what the agreement was; what 
the understanding was. Ife was most adamant in his statement that 
it was not an understanding between the Congressmen, but an under- 
standing with the Defense Department. 

Senator Dirksen. Now, let us get at that. 
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APPORTION MENT PROCEDURE 


Mr. MeNeil, how did the $732 million ever get over to the Burea 
of the Budget? What are the mechanics ? 

Mr. McNem. Under the Budget and Accounting Act funds are not 
released to any agency for use, even though appropriated, until they 
are apportioned. “That is the technical term for it. 

Senator Dirksen. By apportioned, you mean what? 

Mr. McNem. By apportioned, I mean released for use by the 
agency. 

“Senator Dirksen. This, then, is in the nature of a request that goes 
from Defense to the Budget Bureau, sets out in detail what they want 
in terms of money, and so ) forth? 

Mr. McNetn. Yes, sir. 

Senator Dirksen. And requires, then, under the Budget and Ac 
counting Act of 1921, the approval of the Bureau of the Budget ? 

Mr. McNet. C orrect, sir. 

Senator Dirksen. At that point, who has control of these funds? 
Does this whole procedure pass out of your contro] when it goes to the 
Bureau of the Budget? 

Mr. McNetu. The action is completely within the Bureau of the 
Budget under the direction of the President. 

Senator Dirksen. From that point on you have nothing to say on it @ 


Mr. McNett. Until they act. We have nothing to do with it; that 
is correct, sir. 


LACK OF AUTHORITY TO BIND BUDGET BUREAU 


Senator Dirksen. Now, then, do you have authority under any 


provision of existing law to make a commitment that will bind the 
Budget Bureau? 


Mr. McNett. No, sir. 

Senator Dirksen. Does anybody in your shop have such authority ? 

Mr. McNrm. No, sir. 

Senator Dirksen. Does General Moore have such authority ¢ 

Mr. McNett. No, sir. 

Senator Dirksen. Now, General Moore, in all your nineteen-odd 
years before committees on this Hill, have you ever felt that you had 
authority to bind your Department to three Members of the Congress ? 

General Moorr. I never have, sir. I have expressed the Depart- 
ment’s views as accurately as I could after I had been directed to do it, 
and I have done that on many, many occasions. 

Senator Dirksen. Did you feel that you had any type of control 
over this fund that was then in the Bureau of the Budget for appor- 
tionment ? 

General Moorr. I did not so feel, and I knew positively that I had 
no authority whatever to commit the Bureau of the Budget to any 
action whatsoever. 

Senator Dirksen. If it looked like there was some kind of under- 
standing that ought to be transmitted, you as liaison officer would 
transit it to whom? 
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Suppose the Defense Department or the Bureau of the Budget 
wanted to enter in an understanding with three Members of Con- 
cress With respect to a fund, how would that be contrived? Here are 
three Congressmen who say, “We insist that $420 million of this money 
co back to the Treasur y;’ ‘and they tell you as the haison officer, “That 
is the way we feel about it. 

General Moore. I would say, Mr. Chairman, that the Department 
lias advised me that they will agree to that. I have done that also on 

many occasions when I have learned that they would agree to a pro- 
cedure different from one previously proposed. 

Mr. McNern. Before you came back to the Department and got 
clearance ? 

General Moore. No, sir. 

Senator ELLENDER. General Moore, you have stated that you made 
no agreement about the $420 million when you learned of the condi- 
tions under which these three Members of the House would com- 
promise because that is what it was, I presume. Did you convey that 
information to anybody ? 

General Moorr. There was no semblance of an agreement on my 
part. 

Senator ELLeENpDER. I am not asking you about an agreement. I am 
asking if you conveyed the views of these three gentlemen to anybody. 

General Moorr. Let me call it a mandate from those three gentle- 
men present. We lost no time in explaining to the Department pre- 

cisely what that mandate was as far as those three gentlemen were 
come, and I felt badly about not having completed my mission 
in a manner satisfactory to the Department. 

By that I mean to get concurrence on the $732 million apportion- 
ment. 

I went back and said, “They say ‘No’ to the $420 million,” 
which really is what I was sent up to get because there had been little 
or nothing said prior to that time : about the $312 million. 

In other words, I failed in that mission and I reported the three 
Members present had definitely said “No,” as I have already explained 
on this record. 

They stuck to it during the meeting after the three had sat down to 
the table together. 


MR. TABER’S POSITION ON $420 MILLION APPORTIONMENT 


Senator ELLENpER. There was no question that Mr. Taber stuck to 
it throughout ? 

General Moore. While I talked to him there was absolutely no 
question at any time of the proceeding. 

Senator ELLenprr. You heard Mr. McNeil testify a while ago that 
Mr. Hensel reported that Congressman Taber gave clearance. 

General Moorr. That was two days previous. and if that was a fact, 
he must have assuredly changed his mind because it was in no 
unmistakable terms that he made his views known to me and Mr. 
Shaw. 

Senator ELLenprr. He was opposed to the 420 million obligation ? 

General Moore, Yes, sir; there is no argument about that, sir. 

Senator Exenper. I understand that. 
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PRACTICE OF INFORMAL AGREEMENTS 


I further understand that there is no binding agreement on the 
Defense Department. I realize all that. 

But you well know that the Department of Defense, in fact, every 
de »partment of Government, recognizes as a matter of fact any agree- 
ment that may be made with a congressional committee, any statement 
that is put in reports. 

Senator Dirksen. Not for $420 million. 

Senator Evienper. The amount should not be the guiding factor. It 
is just the fact that it has been done practically every time Congress 
meets. Every time we have appropriated funds we have had some 
little misunderstanding how this, that, or the other should be done. 

In this instance the fact that the Bureau of the Budget had asked 
that this thing be cleared by Mr. Taber has to me great significance. 
If Mr. Taber has said “No,” it may be that the Bureau of the Budget 
would not have done what they did. 

There is no question in my mind but that either Mr. Hensel was in 
error, or somebody else was in error somewhere. 

It strikes me we ought to clear this up. We ought to get a few of 
the Congressmen here who were parties to this and | get their side of it. 

Senator Dirxsen. Mr. MeNeil, let us suppose there might have 
been a disposition on the part of the Pentagon and the MDAP to 
relinquish this $420 million. How would it have been done? Suppose 
General Moore came back and said, “Three Congressmen are adamant 
on $420 million.” What is the technique / 


COORDINATION OF STATE, FOA, AND DEFENSE 


Mr. McNeu.. Under MDAP because it is carried on until June 30, 
by three agencies, the concurrence would only have been after a huddle, 
a meeting between the three agencies, as to whether we could or could 
not. : 

Senator Dirksen. The three agencies ? 

Mr. McNeiw. State, FOA, and Defense. 

Then, of course, the Bureau of the Budget would have to be brought 
into the picture, but the three agencies if they felt it could be done 
could have gotten together and agreed. 

I believe the whole record of the several years will show that in 
many previous transactions there are substantial changes in the pro- 
gram: it is not done however until a check is made with FOA and the 
State Department to see if it is going to affect the foreign policy in 
certain areas. Is it going to let them down? Is it going to put them 
behind the “eight ball” in a future conference, or in some other nego- 
tiations, such as for base rights ? 

Also a check is made with FOA because FOA is carrying on their 
programs which have to be in line with the programs carried on by 
Defense or the whole thing is not an effective machine. 

So T would say that the coordination, which is alw ays perhaps a 
problem, has been remarkably good between the three agencies 
throughout the whole life of this program. 

Senator Dirksen. Mr. Chairman, T think we have ventilated that 
thing sufficiently. T want to conclude my part in it by saving that to 
me it is fantastic and inconceivable that any responsible person in 
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the executive branch dealing with $420 million in an appropriation 
bill would go to one branch ‘of C ongress, consisting of 435 members, 
and say to 3 members of that branch, “We are willing to knock out 
420 million.” 

That simply taxes’the imagination and fancy of the human mind. 

Mr. MeNeit. Particularly when the fund had been previously ap- 
propriated by Congress for ‘this particular _ am. 

Senator ELLENDER. You mean authorize 

Mr. McNett. Actually appropriated previously, a year ago. 

Senator Tyr. It was appropriated in the 1954 year for “the 1955 
fiscal expenditure. 

Mr. MeNeit. That is right in the fiscal year 1955 Appropriation 
Act. 

BUDGET ADVISED OF CONGRESSMEN’S VIEWS 


I might add one statement, sir; That is, throughout this whole 
process the Bureau of the Budget was kept advised of the views ex- 
pressed by the three Congressmen. 

As a matter of fact, I did it on the morning of the 29th of June, 
myself. 

Senator DworsHak. I am sorry I missed a little of the testimony 
in the past half hour. It was necessary for me to be out of the room. 

Has the record been developed to show definitely whether Mr. 
Hensel did or did not make such a statement to the members of the 
other body concerning the controversy about this $420 million ? 

Did he, or did he not. make a statement to which reference is made 
in the House report ¢ 

Chairman Haypen. I do not think there is any dispute about that. 
It isa matter of record. 

Senator DworsHak. [ just overheard what my colleague said from 
Illinois, that it was fantastic that anyone should undertake to do this. 

I was just wondering whether it is a question of whether he had 
the authority to do it, or actually that he did or did not do it. I just 
wanted to know whether the record shows conclusively that he did 
invke the statement. 

That can be answered easily: Did he or did he not? 

1 do not want to belabor this. I prefer not to have an answer if 
we have to go into an hour's discourse, Mr. Chairman. 

Mr. McNeuw. These statements in the report are from the record, sit 

Senator DworsHak. They are correct, are they? Did Mr. Hensel 
make them or not ¢ 

Mr. McNew. I know of no reason 

Senator DworsHak. Then it is not a question of whether he dis- 
played poor judgment or good judgment in making them. 

The record shows he did make them. 

Mr. McNew. I think you have to read the whole statement and not 
just two paragraphs out of the statement. I am sure he said, but one 
would have to read the whole record. 

Senator Dworsnak. What does the rest of the record show ? 

Mr. MeNeiw. I think it was part of an appeal to permit him to 
authorize the carry over of these funds so that he could use them in 
July and August rather than to have to run through and use them in 
June. 

Senator Dworsiak. Certainly the Touse report is not inaccurate 
insofar as reporting what Secretary Hensel is alleged to have said 
concerning the 8420 million ¢ 
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Mr. McNett. It is not inaccurate as far as the quotation, but I think 
it is inconclusive. 


EXCERPT FROM HOUSE REPORT 


Senator EL.Lenper. May I state to this committee that what we have 
heard here this morning from Mr. McNeil and others is an indictment 
against the whole House committee because the House Appropriations 
Committee said this—and I quote from a report that was appended 
to the bill when it was submitted to the House of Representatives: 


The reduction of $420 million is recommended by the committee— 
That is, the whole committee 


on the basis of a written understanding between responsible officials of the 
Department of Defense and the committee that, of the estimated unobligated 
balance of June 30, $932 million, the amount of $420 million should not be 
released by the Bureau of the Budget for immediate reservation by the Depart- 
ment of Defense. The committee is advised that despite this understanding, 
and without prior consultation with the committee, that the amount of approxi- 
mately $614 million was reserved on June 30, which has the effect of continuing 
these funds available in fiscal 1956. 


What has transpired here this morning is an indictment of the whole 
Committee on Appropriations of the House of Representatives. 

Chairman Haypren. Gentlemen, if it is agreeable, we will come back 
here at 2 o’clock. 

(Thereupon, at 12:15 p. m., the committee recessed until 2 p. m. 
same day.) 


AFTERNOON SESSION, 2 P. M. 


STATEMENT OF HON. W. J. McNEIL, ASSISTANT SECRETARY OF 
DEFENSE (COMPTROLLER)—Resumed 


TOTAL MUTUAL SECURITY EXPENDITURES 


Chairman Haypren. The committee will be in order. 

Senator Ellender indicated he had some questions he wanted to ask. 

Senator ELLenpER. Yes, sir. 

In your statement, Mr. McNeil, you said that we had spent $1! 
billion on the mutual-security program. Is that correct ? 

Mr. McNetu. Yes, sir. 

Senator ELLenper. Is that over the entire period ? 

Mr. McNett. That is over the entire period since about 1950. It 
started off rather slowly. 

Senator ELLenNpEeR. How much of that $11 billion is included in this 

$8,490.4 billion you have in the pipeline? 

Mr. McNetn. None, sir. 

Senator ELLeENpER. Why not? 

Mr. McNem. Well, the military portion of the $8.4 billion has not 
been expended yet This $11.0 billion refers to what has actually been 
spent, material delivered. 

Senator Exiienper. In making your comparison between United 
States and foreign expenditures, then, why did you not include the 
entire amount that we have appropriated : is your earlier statement 
not a little misleading ? 

Mr. McNett. I don’t believe so, sir, because in making comparison 
the $170 billion figure for defense is on exactly the same basis as the 
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“11 billion, that is the checks written for expenses of the Department 
of Defense, as compared to the checks written for military assistance 
during this time are on a comparable basis. 


EXPENDITURES BY NATO NATIONS 


Senator ELLenper. What about the amounts that you put in here 
iy way of comparison of the money spent by the NATO nations in 
Kurope, where you say they have spent approximately $43 billion ? 

Mr. McNett. That is also on the same wave length or same criteria, 
what they have actually spent during this period. 

They, the N ATO nations, have increased their expenditures from a 
evel of about $5 billion in 1950 to more than double their annual ex- 
nenditures for defense duri ing this period. That is at an annual rate. 

Senator ELLENDER. So that in addition to the $170 billion that we 
have spent for our own defense during the period from 1950 to 


Mr. McNetn. Yes, sir. 

Senator ELLENDER. We have spent $170 billion and in addition to 
that we have spent $11 billion for them in contrast to their $43 billion. 

Mr. McNerz. That is right. 

Senator ELLenpeR. Do you think that is a good showing ? 

Mr. McNetn. It is considered so. 

Senator ELLeENDER. By whom? 

Mr. McNetu. By people who have studied the economic conditions 
of Britain, for example, of 3 or 4 years ago. 

Senator ELLeNpdeR. Of what nation ? 

Mr. McNeiw. Of Great Britain when at that time they had an ad- 
verse trade balance, were still on rations because they could not bring 
n imports. 

Italy was in far worse shape than she is at the moment. 

We never think that the other fellow is doing enough and 1 hope 
we continue to think that because we have to continue to press for 
them to do as much as they can in this common effort. 

Senator ELienper. Is it not true, though, that during World War 
IT, England, as I remember, since you mentioned it, had increased its 
balances considerably bec ause of the sale of strategic materials in 
Malaya and other places 

Mr. McNett. She was not in that sh: ape in 1950, sir. 

Senator ELLeNper. But I am covering the whole period now. 1950 
is just the first year. That is the period you covered here, this $11 
billion, as f understand. 

I am trying to cover the same period. 

Mr. McNet. I think, sir, that this might be of some help: 

In contraet to our gross national produc tion, $365 billion, Belgium 


t 


has $714 billion; Denmark, four—— 
GROSS PRODUCTION YARDSTICK 


Senator Eirienper. I am familiar with gross production. Tat, to 
my way of thinking, is simply your way to make a good case, Mr. 
MeNeil, because, as I have pointed out here on several occasions, on 
the Marshall plan, the Marshall aid planners started using 1938 as a 
base to show industrial production. The advance was so great that 
our planners, as I showed it in the record, took 1948 instead of 1938, 
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and in that way showed percentagewise about 26 percent less advance. 

Now, let us not use this gross national product as a yardstick because, 
in my humble judgment, as I have pointed out many times, a nation’s 
gross national product includes all of this preparedness—this $170 
billion we are talking about, in the case of the United States. 

It is not a natural growth in other words. It is not a natural ex- 
penditure, a natural development of our economy. 

You would agree to that, would you not ? 

Mr. McNem. Yes, but there is another facet to the problem, Senator. 

Senator ELLENDER. Why do you not base it on income / 

Mr. McNett. On the gross national income ¢ 

Senator ELLENDER. The gross national income, yes, and their budget 
in relation to their national income / 

Mr. McNew. The Foreign Operations Administration may have it 
on the base of income; Iam not. sure. 

Mr. Shaw says they have included that in the record. 

Senator Evtenper. Is it in the record now? I asked for the 
figures yesterday ? 

Mr. Mureny. They will be inserted. 

Senator ELitenper. They are not in yet? 

Mr. Murpuy. No, sir; we don’t have them with us here today. 

Senator ELienper. I wish you would compare them with the figures 
] put in this record to determine the extent to which they are different. 

Mr. McNett. There is another facet to this that I think we ought 
to keep in mind. In the case of Turkey, the pay of their troops in 
terms of dollars is small. A man spends a full year in the service: 
he only gets paid a small sum per month. 
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In Formosa, for example, trying to measure in dollars their effort 
in defense does not reflect the man-years of effort, one man gets the 
equivalent of about 50 cents a month as against our privates of around 
SIO, 

So measurement in dollars does not always give the man-years of 
the effort given to defense. 

In no case I know of are the troops in any of these countries paid 
on our level. It takes an accumulation of those lower rates to make 
the $43 billion. That is one of the misleading things I think, when 
we use dollars as a criteria all over the world. 

One hundred thousand troops at 50 cents a month takes a lot of 
effort out of the country, but it does not bulk very large in dollars; 
whereas in our case it does. 

An example of that 1s Korea, sir, where the troops were getting less 
than a dollar per month. 

(Discussion off the record.) 

In terms of dollars the size of the foreign forces does not bulk up 
very much. So I think we have to keep that in mind when we measure 
the foreign effort in terms of dollars. 
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UNEXPENDED BALANCE 


Senator ELLeNpER. Now, would you say that the unexpended bal- 
ance in 1955 includes part of the total appropriations made since 1948. 
49? 
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Mr. McNett. That is correct, sir. 

Senator ELLeENpEeR. What does that total? 

Mr. McNew. About $6,500,000,000 as of June 30. 

Senator Ettenper. In addition to the $8 billion ¢ 

Mr. McNem. No, sir. 

Senator ELLenper. Maybe you did not understand my question. 
What was the total amount of money in hand since 1949-50; that is 
for the mutual-security program, because the table that we have before 
us that was handed to us by Mr. Stassen yesterday shows an un- 
expended balance of $8,490.4 millions. 

Mr. McNew. That figure of $8.4 billion is for the whole aid program, 
| helieve, sir: not the military portion. 

Senator Dirksen. Here is the figure on page 3. ‘The total amount 
of the program in 1950-55 was roughly $19.2 billion. They have 
accomplished as of January 31, $11.3 billion. 

So that the unaccomplished portion is $7.7 billion. 

Now, that figure is refined to $6.5 billion, roughly, as of the 30th 
of June. 

Mr. McNerz. Because during that period there were losses and 
transfers which reduced fund availability. 

Senator Dirksen. So the total program was $19.2 billion 1950-55, 
accomplished 11.3 billion, January 31. The unexpended but obligated 
balance June 30, $6.5 billion. 

Senator ELLenper. As I understand the table, this is all for defense 
support. 

Senator Dirksen. That is right. 

Senator ELuenper. It is all to assist them in their defense. 

Is it not true that this $11 billion that you speak of was not only 
for hardware, but also for defense support in some way or another? 

Mr. McNetu. The $11 billion I spoke of, sir, dealt with the part 
that the Department of Defense is responsible for, which is hardware, 
training of pilots, and instruction and transportation, ete. It has 
nothing to do with defense support or economic aid. 

Senator ELLenper. Let us get the figure straight for the record. 

Since the inception of this program, what was the entire amount 
that was made available for assisting our allies other than this 
defense support ? 

Mr. McNem. That is for the military portion alone. 

Senator ELLENDER. I just want to get the military figure. 

Mr. McNerz. The total appropriated for that whole period was 
$18,700,000,000. That is rounded off. It is approxmately that. 

Senator EiLenper. And of that $18 billion plus, you still have on 
hand $614 billion ? 

Mr. McNett. Yes, sir, obligated or reserved but not expended. 

Senator ELLENpER. That is over a period of how many years? 

Mr. McNett. It has been running at a rather high level for almost 
» vears. It has been going about 6 years. The first year was very 
sinall, of course. 

AMOUNT IN PIPELINE 


Senator ELLenbeR. In other words, you still have in the pipeline 
and unspent, about a third of the entire amount appropriated in 
round figures ? 


63754—55 12 
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Mr. McNet. Yes, that is the money to cover outstanding contracts 
for aircraft, ships, and items of that kind. 

Senator ExLenper. How much of the goods, this hardware you 
speak of now, that was furnished from this $18 billion have actually 
been delivered? Where is it? 

Mr. McNett. Well, of the total, as I mentioned a minute ago, ap- 
proximately $11 billion was spent or delivered. 

Senator ELLENpDER. On delivered hardware? 

Mr. McNew. About a billion dollars of that eleven went for trans- 
poration including packing, handling, and crating, for the training 
of pilots and things of that kind, and about $10 billion represented 
the value of the actual hardware delivered as well as our share of the 
cost of infrastructure. 

HARDWARE 


Senator ELLenper. Where is that hardware now ? 

Mr. McNern. That hardware is in the possession and being used 
by troops that the nations have raised. In Italy, for example, tlh 
divisions that are in existence today are equipped with those tanks 
and guns. 

In Formosa, the divisions there, the ships that are operated by that 
Navy and the aircraft operated by the Chinese today in Formosa 
came from this source for the most part. They had a little when they 
came from the mainland. That is true throughout the world oi 
countries which have been a part of this military assistance program. 

Senator Extenper. Are you telling us now that out of the amount 
of $18 billion plus that you speak of, there was furnished hardware, 
let us say, to Vietnam ? 

Mr. McNetn. Yes, sir. 

Senator ELLENDER. Formosa ? 

Mr. McNet. Yes, sir. 


EXCESS MATERIAL IN INDOCHINA 


Senator Evtienper. I brought to the attention of the committee 
the other day that I read a recent newspaper item stating that 
there was found over $100 million of hardware that you did not 
know you had in Indochina alone. Will you tell us the circumstances 
of that? 

Mr. McNett, I believe I can. 

Senator ELLeNper. I wish you would. 

Mr. McNew. During the difficulty in Indochina last year, because 
it was a very dangerous, ticklish situation, every effort was made to 
prov ide the Vietnamese and the French with enough material so they 

could do a job. When the settlement was made, really dividing Indo- 
chine as of present, there was some equipment on the way and some 
of which had actually been put ashore in south Indochina which 
was no longer needed. 

A part of that was moved to Formosa to beef up and strengthen 
the Government of the Republic of China because of the trouble in 
the Formosa Straits in the last several months. 

We think there is additional material there that can be made 
available. 

Senator ELLenperR. Why do you say think? Do you not know? 

Mr. McNetm. We haven't ‘completely identified the different 
umounts by the different items of equipment. We hope to get some 
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ilvage and move it to other areas of the Far East, move it there, or 
nelp to take care of the requirements in Korea and Formosa. 
Senator ELLenper. In making up your requirements, in requesting 


hese additional funds, did you know of the existence of these goods ¢ 
Mr. McNet. Yes, sir. 


BUDGET FORMULATION 


Senator ELLeENpER. When did you make your budget? 1 thought 
vou made it a year in advance? 
Mr. McNet. Really it was brought together last December. 


SURPLUS MATERIAL IN INDOCHINA 


Senator ExLenper. When was this material found? 

I thought it was just a few months ago? 

Mr. McNem. No; we knew of the existence of a substantial amount 
f equipment last July, soon after the Geneva Conference, when the 
lecision was made to temporarily at least partition Indochina or 

‘parate the south from the north Indochina. 

In fact, in that month some material was diverted that had not yet 
rived. I think that has been watched rather closely and we re- 
overed some. 

Now, we have a problem in that when we get that material, some of 

is not in good shape. Some of it is out in the weather; some of it 
has been used. Perhaps some of the equipment is excess to the size 
f the new Vietnamese Army. 

That has to be all reworked. The cost of the reworking of that 
omes out of funds we had planned to use for other purposes. By 
loing so, however, we can help fill some other requirements. 


AMOUNTS USED FOR NATO COUNTRIES 


Senator ELLENpER. Now, could you tell us what proportion of the 
entire amount that you are now talking about, that 1s the $18 billion- 
plus, was utilized for Western Europe to assist NATO countries? 
Please indicate whether that includes Turkey and Greece. 

Mr. McNem. While Mr. Shaw is looking up the answer to your 
uestion, 1 would say, for example, that some of the equipment that 
e knew of and recovered from Indochina as excess will help provide 
quipment for the forces in the Associated States, such as Cam- 
hodia and Laos. 

In answer to your question, Senator, of the total program, $13 bil- 
ion was for Europe, of which $7.8 billion has actually been accom- 
‘lished and 5.24 billion remained to be accomplished as of January 
1955. 


BREAKDOWN OF CARRYOVER 


Senator Eirenper. How much of the carryover is in here, this $8 
tillion, $8,490.4, will be used on arms for Western Europe ? 

Mr. McNerw. That $8 billion figure covers more than the military 
portion. 

Six and a half, I think, is the figure for the military portion. 

Senator ELLenper. Defense support, then, is an additional amount. 
How much of the military aid is for the countries of Western Europe? 
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WESTERN EUROPEAN PORTION OF UNEXPENDED BALANCE 


Mr. McNet. First, of the six and a half for military, $5 billion 


+ 


has been scheduled for Europe. 


Senator Evienper. $5 billion is scheduled for Europe out of the 


$614 billion? Now, what is the status of that / 
Mr. McNew. The shipments are going forward every day. 
Senator Extenper. How much of that $ $d billion is in reserve, sir/ 
Mr. McNeiv. All of it, sir, except that portion which is directly 


obligated for offshore procurement contracts, or for unusual items. 


such as minesw eepers, Which are bought directly. 

Senator ExLeNpER. How much does that amount to? 

Mr. McNeit. The total is reserved or obligated. 

Senator ELLenper. | would lke to find out how much is in reserve / 
Mr. McNeu.. The total- 

Senator E,uenper. In other words, you have not placed orders for 
that. It is cash you have on hand to be used in the event you need the 
material ? 

Mr. McNeu.. No; the obligation part of that represents direct con- 
tracts, and the balance represents orders to Army, Navy, and Air, to 
make deliveries of this equipment. 

Some of that equipment will be found to be available from our 
stocks. Some of it the services have under contract directly charge- 
able to the Army, Navy, or the Air Force accounts. Perhaps some of 
it still has to be contracted for by them in the early months of 1956. 

Senator E_itenper. I wonder if you can tell us how much of this 
sum for Western Europe you have in reserve, that is, not contracted 
for, and how much has been obligated to pay for equipment that 
now in the process of being manufactured ¢ 

Mr. McNet.. I do not believe I can answer that question at the 
moment. 

Senator ELLENpER. We would like to have some testimony on that, 
Mr. Chairman. 

Mr. McNeu. I can give you a reasonably good estimate of it, but 
so much of that depends. Senator, on how much we find we can ship 
from stock. 

You see, one of the purposes of section 110 of the Congress last year 
was to encourage us to ship it from stock if we could. 

Next, when we place a contract for 105 millimeter ammunition com 
ponents with the contractor, that covers what we buy for the Army, 
the Marine Corps, and military assistance all under one contract ; it 
is not separated. 

0, from the stocks of 105 ammunition we have in the ground today, 
some may be shipped by the Army from stock if the country requires 
it at the moment. It will be replaced by the ammunition delivéred a 

year from now. 
DETERMINATION OF NEEDS 


Senator Exrenper. Who determines whether the country needs 
or not? How isthat done? Is it because of changed conditions ? 

Mr. McNrit. Well, we have a schedule of when this material is to 
be delivered to meet the forces being raised. 

Senator Eiienper. Let us take a country like Portugal. Are you 
familiar with Portugal ? 
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ASSISTANCE TO PORTUGAL 


Mr. McNeiw. Generally, not specifically. In the case of Portugal 
they are scheduled to develop certain squadrons for their Air Force, 
We have not yet provided aircraft for all of them. 

Senator ELLENpDER. How about the army ? 

(Discussion off the record. ) 


MILITARY PORTION OF SECURITY PROGRAM 


Senator ELLENDER. Now, Mr. McNeil, I do not want to belabor the 
question, but I want to go back to this obligation and reserve question, 
The $614 billion that forms a part of the total $8,490.4 million unex 
pended balanc e noted on the document handed to us by Governor 
Stassen—this $6.5 billion is for hardware. 

Mr. McNew. The military portion of the security program; that 
is right. 

Senator ELLENDER. In contrast to defense support. Now, how much 
of that $6.5 billion has been reserved ¢ 

Mr. McNriw. While Mr. Shaw is looking for the figures, Senator, 
a part of this $6.5 billion, as I mentioned a moment ago, that is, the 
tigure I was trying to get for you, will represent direct contracts out- 
standing against direct. milit: ary-assistance money. They will cover 
two general classes of transactions, offshore procurement— 

Senator ELLENbDER. That isa small amount. 

Mr. McNeiv. Relatively small, but substantial. 

Senator Ertenper. What percentage / 

Mr. McNein. It will run around a fourth of that total. 

Senator ELLENDER. As much as a fourth of that 861, billion? 

Mr. McNei. Yes. 

Senator ELLenper. Is that under contract ? 

Mr. McNetL. Yes, sir. 

Senator ELLeNpER. Have you any that is not contracted for, that is 
uot obligated, offshore ? 

Mr. McNeiL. No, except there will be some part of $35 million or 
more which we said we will carry over as unobligated. 

Now, there is another class of items, and that is the class of items 
we buy in this country, peculiar to military assistance. There are a 
few ships, there are some aircraft that are peculiar items that are not 
common to our own force. 

The balance represents common items and that part we contributed 
to building the bases abroad, the so-called infrastructure. There will 
be a reservation for this category to meet the bills as they come. 

Senator Exctenper. Is that included in here, too? 


Mr. McNetu. Yes, sir. 
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Then there are the orders we place with the Army, Navy, and Ai 


for common use items to be shipped as they become available on these 


schedules to which recipient countries and those under section 11: 
are classed as reservations. 


RESERVATION FUNDS 


Senator, the obligations, direct contracts recorded directly agains! 
military assistance money is about $1.8 billion with $4.7 billion e Jassed 
as reservation. The reservations cover orders to the Army, Navy, and 
Air Force. 

Senator ExLtenper. In other words, that money is there to purchase 
material that may be in the hands of the Armed Forces or if they are 
not readily available from stock, to put them under contract. Is tha 

right ? 

Mr. McNett. Things that they might not have in stock, or are likel) 
not to have in stock, will be under contract by them and are classified 
as obligations against Department of Defense appropriations. 

Senator ELLenper. What I am trying to get at is the actual amount 
You say it is $4.7 billion that is in reserve, that is no obligated ¢ 

Mr. McNetn. Well, if this order that is placed by military assist- 
ance with the Army or with the Air Force were with a private firm. 
it would be truly obligated. 

Senator Evienper. But it is not up to now. You have it there? 

Mr. McNett. It never will be technically obligated until the mate- 
rial actually is shipped, until the shipping ticket shows it is on its 
way. 

Senator ELtenper. And actually needed ? 


CONTRACT FOR TANKS 


Mr. McNett. For example, a contract is outstanding today with 
the Chrysler Corp. to build a number of tanks per month. That con 
tract is an obligation for payment the next two years—it runs to the 
end of 1957 for a certain rate of production. That shows as an Army 
obligation, but the tanks from that contract when delivered will go 
to fill this requirement. 

Now, Army does not have the money for it. They have, however, 
money to pay Chrysler until they can collect from military assistance, 
but we have to set that money aside in the military assistance appro- 
priations, and to that extent it is in reality, under section 110, a firn 
obligation for reimbursement to the Army from military assistance 
funds. This is termed a reservation. 

Senator ELLENDER. But you do have money on hand in that catego! 
of over $4 billion ? 

Mr. McNern. That is right. 

Senator ELLENDER. You want to add to that another $1,125,000,00' 

Mr. McNet. Yes. Out of that total for next year, which is the 
$614 billion plus the $1.1 billion, the expenditures ‘for deliveries and 
services are estimated at about $3 billion. We can give you a picture 
of what our situation will be 1 year from today. 

Senator ELtLenper. I have seen similar pictures before, but you did 
not quite reach what vou said you would do in these deliveries. 
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PROSPECTS OF REDUCTION IN OUTSTANDING BALANCE 


McNew. This outstanding balance has dropped considerably 
Ps last 2 vears, very much the last 2 years. In this case it should 
drop. the unexpended balance carried over, should drop probably : 
hillion and three quarters more during this next year. 
Senator ELLeENDeR. According to this chart, it was reduced about 
billion dollars each year overall. As far as ‘the military, it would 
be reduced in proportion—faster or slower than this ¢ 
Mr. McNet. A little faster than this the last year 


FUNDS FOR WESTERN EUROPE 


Senator ELiuenper. How much of the unexpended balance, includ- 
ng the $4.7 billion reserve, goes to Western Europe in round figures ¢ 

Mr. McNett. About $5 billion obligated directly and reserved runder 
section 110. 

Senator ELLenper. How often do you reevaluate this program ‘ 

Mr. McNew. It is really going on all the time, and an intensive 
review has been going on in the last few months. 

Senator ELLtenper. In evaluating and determining how much you 
will give to the countries of Western Europe, do you take into con- 
sideration their increased industrial capacity, the position in which 
they now stand in contrast to when this was appropriated ? 


WEIGHT GIVEN INDUSTRIAL IMPROVEMENT 


You said a little while ago that in 1950, 1951, and 1952, England 
and Italy were in pretty bad shape. In distributing this $5 billion 
for Europe, what weight do you give to the vast improvement in 
the industrial capacity of those countries and in the advances made 
by those countries economically ? 

I was there last year and, so help me, going in London, or Paris, 
or any little city, I never saw anything in America like their 
traffic. The people there were well off. It strikes me they are much 
more able to help themselves than they have in the past. 

Therefore I ask, what weight do you give to the changed conditions 
from the time that these appropri: itions were made by the Congress 
before you reapportion this five plus billion dollars you have in re- 
serve for Europe ? 

REVIEW STEPS 


Mr. McNert. There are 2 or 3 steps in the review along the lines 

it you just outlined. One is that each year representatives of the 
United States, in conjunction with representatives of other NATO 
hations go over the results of the examination of the forces and the 

lity to provide forces and equipment of all the NATO members. 

‘The re is another step. Within the United States there has been a 
‘constant effort to try to make adjustments in this equipment program 
to take out anything which we could find they could make or we 
thought they could accomplish themselves. 

This is the type of thing we have to contend with in the military- 
assistance program. If you will look back at the hearings I be lieve 
vou will find that the assistance for Formosa at the time- 
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Senator ELLenper. Let us talk about Western Europe now because 
I am coming to Formosa in a minute. Let us continue with Western 
Europe if you don’t mind, because later I want to ask you some other 
questions in regard to southeast Asia. 

Mr. McNett. I want to refer to it just once if ITmay. When trouble 
developed between Formosa and China where did the equipment come 
from? It came from a review of the programs and perhaps from 
scheduled adivess ies to Kurope. 

( Discussion off the record.) 


CHANGES IN COMMITMENTS 


Senator EK.Lenpver. Tell me this—Have you that $5 billion tied 
down and promised to those people? Is it so committed that you can- 
not change it ¢ 

Mr. McNei. I would say you could change it. You have an obliga- 
tion to fulfill but if they do not live up to their portion—— 

(Discussion off the record.) 

Senator ELLeNper. So that the huge sum that you now have on 
hand and earmarked for Western Kurope—— 

Mr. McNew. Has been adjusted in that kind of fashion. 

Senator Eitenper. I say there is no concrete, direct obligation or 
wny agreement with any particular country to use it all in any of the 
particular countries involved. 

Mr. McNurit. There is a commitment and it is in support of the 
work that General Gruenther is trying to do which is to develop 
enough strength in Western Europe. 

Senator ELLENpeR. It is there to be used if they do thus and so? 

Mr. McNew. They have to do their share, too. They have to put 
the people up there in the line before we will give them a tank to 
operate, Which I think is a fair bargain for both sides. 

(Discussicn off the record.) 

Senator ELLENpER. Now, let us come back to my original question 
about the weight given to the economic improvement of the countries 
of Western Europe. Tell us something about that. The Lord only 
knows that all of the countries of Western Europe today are much 
Letter off than they were 2 or 3 years ago. 

Mr. McNeuw. I think they are, sir. 

Senator ELLenper. When this money was provided 2 or 3 years ago, 
some of which is still in the kitty, when that money was provided 2 or 
> years ago. it was on the basis of the then existing conditions 1 
those countries. Today you still have this $5 billion in reserve fo1 
Western Europe ? 

Mr. McNeit. Scheduled for shipment. 

Senator ELLenper. Scheduled for shipment; it is there. A good 
deal of it has not been ordered. It is just money in reserve. Before 
you make a fina! decision, do you take into consideration the ability 
of these countries to furnish this ev themselves, or to pay foi 
them, before you make deliveries 

Mr. McNein. Some of it because they do not have ability to make 
aircraft and so forth. Some of it is the ability to pay for it. 
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Senator ELLENpDER. How do you proceed with that ‘ 

Mr. McNew. That is done by State, FOA, and Defense. I do not 
believe we profess to be economic experts. But FOA is constantly 
working with the military-assistance group in Defense on economic 
problems and I know that on the program submitted that has come 
into play regularly for a long time. That is that 3 or 4 or 5 years 
ago Very substantial amounts were going to France and Britain, for 
example, for economic aid. That is the first thing I think was 
dropped out of the picture; not the military portion. We were con- 
tinuing to ship the military equipment while I think they very prop- 
erly took the first cuts of United States aid out of economic, because 
as vou say, they were improving; they improved very much. 

Senator ELLENpER. It could not be justified ¢ More aid there could 
not be justified ¢ 

Mr. McNew. I think it was a very proper time to get it down. 


REVIEW OF NATO REQUIREMENTS 


Now, there are very definite actions taken. I attended the NATO 
preliminary conference in December 1952. I went through a NATO 
review. We reviewed the NATO budget, the NATO requirements. 
At that time there was the almost definite realization that unless they 
did improve econoinically, we would have a very tremendous bill to 
keep these forces alive because they would not or could not even buy 
their spare parts or replace some of the equipment. So one of the first 
pressures that developed was to try to get them to buy their own spare 
parts, gasoline, and that type of thing. Some places in the world we 
will never accomplish that as long as we are in a collective security 
alliance. Very shortly in some of these countries in Europe we can 
virtually cease our spare-part type of support. That is the first effort. 

I cannot say we have done everything perfect but I do say there has 
been a real effort, first in evalu: iting: it ‘and reduci ing the economic aid. 
Next, to get other countries to do what they can to operate their forces 
and to provide replacements. 


NECESSITY FOR USE OF FUNDS IN EUROPE 


Senator ELLENDER. In the light of this continuous betterment of the 
economic conditions in Kurope, would it not be highly possible that 
you might not have to use this $5 billion that you have earmarked for 
Western Europe, particularly that part which is in reserve / 

Mr. McNrm. No; because the forces that they have there at the 
moment need aircraft—all the aircraft that have been programed to 
equip the forces which they have in existence have not been delivered. 

Senator ELLeENpER. Does all of that aircraft come from us’ Are 
they not building some / 

Mr. McNeu. Some. But — a little comes from us. All the 
-S4’s you might have seen in Europe were United States. Some of 
the F-S4’s on order today i Republic are military assistance. 

Senator Extenper. How much of the one-billion-one-hundred-and- 
some-odd-million dollars you are asking for has been earmarked for 
Western arene ¢ That is, the same countries we are talking about. 

Mr. McNett. Not very much, sir. Incidentally, the figures I am 
volng to give you next will not be precise because these figures are 
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based on the initial request of a billion four hundred million dollars, 
and before the President suggested the $275 million reduction. So we 
will have to lower the amount scheduled. So the amounts I give you 
will be lessened. 

Senator Dirksen. Just reduce it by a seventh and that will abou 
hit it. 

Mr. McNert. Spain and the United Kingdom are the two items 
of additional amounts we are presently scheduled to add to Europe. 

Senator ELLenper. | can readily understand why you should assist 
Spain because she did not receive any part of the Marshall aid. But 
why the United Kingdom? What prompted that in the face of the 
United Kingdom’s advancement economically in the last 2 or 3 vears/ 


ASSISTANCE IN MODERNIZING RAF 


Mr. McNerit. About 2 years ago, in the NATO Councils, General 
Gruenther and his predecessors felt that we had to have greater air 
strength in Europe than the countries were then providing. Britain 
was the logical one to increase their air strength. The British do quite 
a job with fighting aircraft. To bring the Royal Air Force up to a 
point where it would serve some real purpose, some powerful deterrent, 
on the spot. and avoid increased United States forces which otherwise 
have to be sent to Europe, the plan was developed to assist them in 
modernizing the RAF. That was presented, I believe, to Congress ‘ia 
1954, for the 1954 budget and the 1955. 

That is the basis for the fulfilling of that commitment made at 
that time to Britain, as 1 say to help modernize the RAF, to make 
it an effective instrument, to avoid having to put more units of our 
own on the continent. 

Senator ELLENDER. Is it a secret as to the amount of money to be 
made available to the United Kingdom ¢ 

( Discussion off the record. ) 

Senator ELLENDER. Then it had nothing to do with the commitment 
you made in 1955 ¢ 

Mr. McNeuw. No; it is the final installment on the commitment in 
1955. 

In other words, the deal was made in 1953 to modernize the RAF. 
This amount will be the final installment on that agreement. 

Senator ELvenper. Other than Spain and the United Kingdom?! 

Mr. McNem. No: additional for Europe in this program. 

Senator ELLENDER. What about Turkey ? 

Mr. McNern. Turkey, yes. 

Senator ELLenper. What about Greece? Let us put it this way. 
The NATO countries, are we to understand that Turkey and the 
United Kingdom, those are the only two? 

Mr. McNrem. Yes. 

Senator ELLENDER. And of course Spain is a separate category. 

Mr. McNett. I should say that there may be certain items of spare 
parts that are just not available in the present program, it is absolutely 
necessary to be included, but the amount will not be very large for 
Europe. 

Senator Tuyr. Might I ask a question right along with the ques- 
tion asked by Senator Ellender ? 
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COMPLETION OF COMMITMENTS TO ENGLAND 


Insofar as Great Britain is concerned you do not contemplate any- 

hing for the future? You do feel that you have a balance of a past 
obligation or a past commitment that you have not quite fulfilled, and 
therefore any funds in this bill are to complete your commitments 
but you are not projecting yourself into any future programs in 
Great Britain ? 

Mr. McNett. As for this next year? 

Senator THyk. Fiscal 1956. 

( Discussion off the record.) 

Senator THyE. Do you contemplate beyond that any necessity? I 
un not very sympathetic to any further assistance in that particular 
wea because from all reports, their economic condition is relatively 
-table and they have made progress. 

Mr. McNet. It has certainly improved, and I think the United 
States aid helped that situation. 

Senator ELLENDER. Senator, were you here when the witness testi- 
ied that of obligations and reserves for Western Europe, they had in 
excess of $5 billion on hand? 

Senator Tuy. Yes. I was inthe other room when we were he: ring 
ur military appropriations. 

Senator ELLENpeR. I thought I would bring that to your attention 
in the light of the questions. 

Senator Tuye. 1 felt then that the United Kingdom had pretty 
well firmed themselves up economically and that ‘there were some 
counterpart funds which I felt might well have gone into some of 


the housing programs that we are confronted with in Great Britain. 


Chat leads me again to further explore the question as to the future. 
\Vhat may we expect will come as a recommendation ? 

Mr. McNem. I do not believe I am competent to answer that 
juestion. 

Senator Tuyr. I realize that it would be a policy that would have 


to come out of either the State Department or the Joint Chiefs of Staff, 
but as you know it, as a budgetary officer, you do not see anything 


n the forseeable future ? 
( Discussion off the record.) 


BALANCE OF COMMITMENTS 


Senator Tuyr. What is the balance of commitments that you will 
ave to fulfill? 1 am sorry I have not been here throughout this 
fternoon’s time. 

(Discussion off the record.) 

Senator Tuye. I was present at the time and I concurred in that 


particular commitment, but I was trying to get some clear under- 


tanding as to the future. 
(Discussion off the record. ) 


COMPLETION OF INFRASTRUCTURE 


Mr. McNet.. There is one other item that will go to -Western 


urope but it is not identified with any particular country. That is 


the completion of what is called infrastructure. That is for all the 
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NATO nations who are joining together for the construction of facili- 
ties, primarily airfields, in Europe. We still have a commitment on 
that. 

Senator ELLenper. On that we are furnishing, as I understand, 
40 percent of the cost ¢ 

Mr. McNen. Just slightly less than 40 percent. 

Senator ELtenper. What they are furnishing really is the land. 
They have it there. That is what they furnish, and we equip it. 

Mr. McNem. No, sir. The host country has to furnish the land. 
The NATO nations as a body build the fields. The British, to liquidate 
their portion, may furnish things they manufacture in Britain. Some 
of the countries which have lumber will in effect provide the lumber. 

Senator ELienper. All of that program is in addition to what we 
are talking about ? 

Mr. McNrin._ Yes, sir for Europe, but it is included in our total 
carryover. Inthe 1956 request there is a request for additional install- 
ment on infrastructure, $122 million. That will represent a little less 
than 40 percent of the cost. 

Senator Exvenper. That includes Spain’ What you are doing in 
Spain? 

Mr. McNeiw. No, sir: infrastructure does not go into Spain. You 
see, the bases we are building in Spain are strictly our own United 
States bases. 

Senator ELLeNper. That is right. 

(Discussion off the record.) 

Senator ELttenper. You have given us the obligations and reserve: 
that you have for Western Europe and what is proposed in the pres- 
ent direct military assistance program for Western Europe. 


OBLIGATIONS AND RESERVES FOR ASIA 


How much have vou in obligations and reserves for, shall we say, 
Asia? Is that the only area we are assisting militarily outside of 
Western Europe / 

Mr. McNett. Essentially. Of course we have the problem in the 
Middle East coming up, in Tran, Pakistan, and that area. We have 
that problem right with us today. 

Senator ELLenper. Anything in here for that except defense 
support ¢ 

Mr. McNetn. Yes, there will be—— 

(Discussion off the record.) 

Senator ELLenprr. How much have you in reserve and for obliga- 
tions other than what we have been discussing here, that is, for the 
NATO countries / 

Mr. McNer. [ can think of nothing, sir. 

Senator Exttenper. How much money have you obligated or in 
reserve for other parts of the world? 

Mr. McNet. It would be the difference, and most of that would be 
in the Far East. 

Senator EiLenper. The difference between what ? 

Mr. McNei.. Between the $6.5 billion and the $5 billion. Most of 
that would be in the Far East. 

Senator ELLeEnpeR. Of the new money that you are now asking fo: 
other than this assistance, military assistance, that is for hardware 
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and so forth, all of it is to go to other parts of the world except the 
amounts vou mentioned for the United Kingdom and Spain 4 

Mr. McNeit. That is right, sir. 

(Discussion off the record.) 

Senator ELLENDER. Now of this other aid, defense support, how long 
has that been going on’ Over how many years? 


STATEMENT OF NORMAN PAUL, DEPUTY DIRECTOR, INTERNA- 
TIONAL COOPERATION ADMINISTRATION 


DEFENSE SUPPORT 


Mir. Path. Since 1948, the beginning of the Marshall ew Some of 
these obligations were incurred as long ago as 2 or 3 years ago. Most 
of them, however, are from obligations that have been anal in the 
last year or two. The pipeline is much shorter on the economic aid. 

Senator ELLENDER. Can you tell us how much money you have either 

bligated or on hand unobligated for that purpose 4 

Mr. Paun. Yes, sir, I can. It is the difference between the $6.5 
billion that Mr. MeNeil was talking about and the 8.49. 

Senator ELLeENpER. That money is to be—practically all of that 
money is for use in countries other than Western Europe? 

Mr. Paci. I believe that is correct, sir. I would like to be able 
to check that if I may. 

Senator ELLENper. Yes, except for a few million dollars 4 

Mr. Pau. That is right. 

(Discussion off the record.) 

Senator ELtenver. What effort is being made by any department 
of our Government in getting our friends who are involved with the 
mutual defense assistance program to help us in carrying on this role? 

Remember, as you pointed out, we are not only carrying on our own 
in full, but we are furnishing about 40 percent of the funds for air- 
ports that are built in Europe. We are building our own in North 
Africa, all at our own cost. 

We are building our own in Spain at our own cost, and we are fur- 
nishing to the NATO countries about 26 or 28 percent of their require- 
ments; that is to carry out the NATO agreements. 

We are carrying the whole load in Asia. The question is, What are 
we doing to get our allies to participate? That is what is concerning 
me and the American people, Mr. MeNeil, and unless something is done 
soon, we simply cannot goon with this. It is ust impossible. 

We cannot act in Asia today unless we truckle to the U. N. We can- 
not do a thing there unless we find out whether our partners in the 
U.N. are willing, notwithstanding all of the money we are furnishing. 

We have only one vote, and therefore they tell us what to do in that 
area, despite the fact that we are picking up the entire check. 

In Formosa, in Korea, and southeast Asia, in addition to the load 
we are carrying at home, and at these other places, we are now engaged 
in providing everything there for them. 

You spoke of Iran: both Iran and Iraq no doubt will come in for 
assistance, too, and then the Middle East. 

Take Lebanon in the Arabic world. There is a lot of dissatisfac- 
tron that exists there, and a good bit of Egypt; there has been dissatis- 
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faction brought about in other countries by virtue of actions on the 
part of some of our allies. Then we go in there and we pick up the 
tab, pay the bills, and spend our money in order to rectify the evils 
created by some of our allies. 

I would like you to tell me what effort is being made. How much 
are they furnishing, if anything? Up to now, I have asked every 
representative of Government who has come before our committee 
to point out to us what our allies are furnishing in Asia to help 
out, and I have not found one yet who has said that we are getting 
assistance of any kind in order to carry on the work in that area 
of the world. 

Mr. McNett. The burden is being essentially carried on by the 
United States. 

Senator ELLENpER. Why do you say “essentially” ? 

Mr. McNew. Except for some of the forces, that is essentially so. 

Senator ELLtENpDER. Do you mean in places such as Vietnam? 

Mr. McNetz. It is all part of the forces that are in existence in the 
particular area involved. 

I would like permission, Senator, to answer your question just 
exactly as I look at it, but T should like the privilege of being able 
to correct the record so that it is not damaging afterward. 

My own personal analysis is something like this: 

(Discussion off the record.) 

Chairman Haypen. May I suggest that it is all right for us to 
discuss this matter among ‘ourselves, but we have a witness here. 

What are you going to do with that chart up there? 

Mr. McNew. The chart, Mr. Chairman, was to show the probable 
utilization of the funds initially requested in the President’s budget 
message as well as in the authorization of a billion four hundred 
million. 

As I mentioned a moment ago, more of our obligations were proved 
valid in an audit and by the certifications which were finally received 
June 21. We salvaged, if you want to call it that, resources that we 
were not sure we h: 1d—resources equivalent to $275 million. 

The President, as 1 mentioned this morning, sent up a notification 
that the amount could be reduced by the amount we salvaged, which 
we could not be sure of when the budget was set up last “December. 

Therefore, this distribution is approximately the distribution of 
effort in 1956 with the reduced request. That would be with adminis- 
trative expenses of $24 million, which would be about the same as they 
are this year. 

ADMINISTRATIVE COSTS 


In South America and some other areas, our administrative costs 
would be down. We do have Germany, and we have an increase in 
Japan and Formosa and 2 or 3 other places where there is increased 
overhead in administering this military program. 

Going on to the next item, these are tentative, frankly, because 
this requirement will be finally decided the result of a study which 
we will try to complete shortly, and Gordon Gray will have the re 
sponsibility for the conclusions. 

Mr. Chairman, I might mention also that I think another forward 
step was taken in Defense when Secretary Wilson signed a directive 
concurrently with the appointment of Gordon Gray to see if we could 
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cet better tying together of the administration on this mutual defense 
ussistance program within Defense, Army, Navy, Air Force, the com- 
manders and the military assistance advisor vy groups all over the 
world; it is quite a job to administer. 

Secretary Wilson tightened up the administration. He made 
possible for Mr. Gray, “when he takes over, to get more direct action. 
He can tell them, “Run out there and get an excess tank or gun and 
vet it out quick and see if we can ship it to another country or to an- 
other recipient instead of requiring additional funds.” 

| think it will speed up the constant reevaluations of the program. 


PROTECTION OF THE INVESTMENT 


The second classification is called Protection of the Investment. 
think that is a rather good title. I did not think it up myself. 

Originally, we felt that the training, ammunition, maintenance, and 
spare parts that we would have to provide would take a new program 
of about $74 million because there is some salvage and some obligations 
which we may be able to reduce to $14.7 million. 

Senator Dirksen. That is your accession sheet 

Mr. McNetn. Yes, sir; maintenance and spare parts under invest- 
ments. 

With respect to training, that is something that has to be carried on, 
although we will probably be required to modify it because of lesser 
funds, but it is something that has to be carried on pretty much on a 
level basis; that is, the training of pilots such as the Koreans whom 
ve bring over to our schools. 

That is the type of thing that is paid out of that account. 

Senator Dirksen. Mr. McNeil, for clarification of the record, I am 
thinking now of Mr. Hensel’s testimony about not quite being able to 
util down in the greatest of detail some of these things so that when 
vou get to something like spare parts you go back and calculate your 
experience, and generally with the equipment that you have in the 
lield, there must be a rule-of-thumb to indicate after a certain length 
of time there is going to be what you might call a certain amount of 
obsolescence and there must be renewals or replacements, so one could 
say that is pretty well an ascertained figure on the basis of experience. 

Mr. McNem. It is, but there are some adjustments which are needed. 
We find that some countries have apparent requirements for spares 
but will try to repair the old one—which we hope they will do—thus 
(decreasing their requirements for new spares and permitting adjust- 
ments. 


NEW APPROACH TO JUSTIFICATION 


Senator ELitenpDer. In that connection, Mr. McNeil, you answered 
i letter addressed to the chairman here in respect to the distribution 
of this $1,125 million. In it, you said in part: 


Mr. H. Struve Hensel, until recently Assistant Secretary of Defense, Inter- 
iational Security Affairs, developed the justification for the military assistance 
portion of the mutual security legislation currently before the Congress. Mr. 
Hensel adopted a new approach to justification which does not include the 
presentation of detailed illustrative programs by country and type of equipment. 
He departed from the detail presentation previously given, reasoning that such 

resentations, while in theory giving the impression of definitive plans, in 
practice could never be implemented because of constantly changing world 
conditions and requirements. 
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If I am to interpret your language here, he simply took it fo: 
granted that he would need X dollars without going into details as to 
how those dollars were to be spent. 

Mr. McNei. Not quite. 

Senator Extenper. Would you give us an interpretation of the lan. 
guage [ just read. 

Mr. McNett. Inthe past presentations to Congress, every effort was 
made to do as good a job as possible in outlining i in detail what would 
be done with every tank, every gun, every jeep, and everything else, 
even spare parts. 

Senator EnLenper. You do not do that now. You lump-sum them, 

Mr. McNew, They were presented in considerable detail last year. 
We know we are going to have a demand to keep this machine running 
and equipment furnished in a substantial amount. 

Senator Ennenper. On what do you base that? Certainly condi- 
tions have changed. On what do you base the need for this? 

That might be an answer to the question. 


PILOT TRAINING 


Mr. McNeit, Let me put it this way: Take the item of training 
which I mentioned a moment ago. We have training requirements 
for pilots who are sent here for schooling, and that type of functio: 
is going to run in the neighborhood of $100 million. 

The trouble with the individual country’s program when you divide 
it up among 30 or 40 segments is that we may not get 172—and [ an 
pulling that figure out of the air—pilots from Belgium. Perhaps we 
will get only 140, 

From nian country which has now scheduled 140, we may get 
160, but in gross the pilot training will run in the neighborhood of 
$100 million. 

However, in presenting it by individual programs in detail, it was 
not telling quite the correct story. That was the reason Mr. Hensel 
felt that it was not an honest presentation, because it gave the im. 
pression that the program as presented was exactly what would hap 
pen when it was really the order of magnitude as to what would 
happen. 

Take the next item, $144 million for packing, crating, handling, anc 
transportation. These items are generally termed “accessorial costs.” 
This item is a rather firm item—quite a firm item—because we know 
about the quantity of material that is going to be shipped next year 


PACKING MATERIALS FOR PRODUCTION 


This program has been financed as follows: You people have been 
providing the funds from vear to year to finance the handling, oo k- 
ing, and crating of materials for production. You financed 1 ¢ 
vears earlier, so we know about the volume, but to just what octet 
these packing, handling, and crating charges will be made, frankly. 
we do not preisely know; yet, we know the volume of shipments that 
are going to require about $144 million for packing, handling, and 
erating next year, which is about 10 percent for that type of equip 
ment. 
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FUNDS FOR SUPPORT OF SHAPE 


With respect to the increase of support of International Military 
Headquarters, that is quite a fixed figure. 

Senator ELtenper. Is that SHAPE? 

Mr. McNett. It is SHAPE, Headquarters in Norfolk, Headquar- 
ters in the Mediterranean, United States Air Force-Europe, Allied 
Forces-Northern Europe, and there are some subordinate commands 
in Denmark and other parts of Europe. 

We also have the Allied Central Europe and Southern Europe and 
Allied Forces in the Mediterranean which also includes the NATO 
portion of that command in Norfolk. 

Senator Dworsnak. Is that all at one point? 

Mr. McNew. In each of these dozen locations, sir. It covers just 
a dozen locations. 

The infrastructure, which is what we discussed a moment ago, is 
-lightly less than 40 percent of the cost of building primarily air and 
other facilities in Europe for the use of NATO forces. 

Senator ELLENDER. Why do you designate that next item as a com- 
mitment? You have not designated the ceuntries. It is just an 
mount which you have set aside there. 

Mr. McNem. We have commitments far beyond what can be fi- 
nanced with this $495 million. 

Senator ELLENpER. Such as the one you mentioned earlier for Eng- 
land ¢ 


COMMITMENTS WITHOUT CONSULTING CONGRESS 


low are these commitments arrived at without consulting Con- 
gress ¢ 

Mr. McNetu. In the case of the commitment to Britain, that was 
presented to the Congress. 

Senator ELLENpER. Yes; but after it was done. 

You made the commitment in 1952 and then you came to Congress 
later and asked for the money. 

Mr. McNett. We had to do that. 

Senator ELLENpER. Did you say, with respect to these commitments 
of $495 million that you have more than that ? 

Who does it? 

Mr. McNett. We have more but perhaps all of them will not ma- 
terlalize in 1956. 

Do you have the list of items that are covered by that? 

( Discussion off the record. ) 

Senator ELLENpER. What is the total? 

General Witson. Actually, before this adjustment was made, it was 
“08.2 million. I do not remember what the breakdown of this is. 


TOTAL FOR OBTAINING SPANISH BASES 


Senator ELLENpDeR. I mean for obtaining these bases in Spain. 

General Winson. $350 million was the military part of it. 

Senator ELLenper. What is that to be used for by Spain? Is it to 
be used for rehabilitation ? 
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General Witson. We are using it to rehabilitate some naval ships, 
troop ships, and military forces, and to furnish them jet aircraft. 

(Discussion off the record.) 

Senator ELuenper. Has Congress authorized that / 

General Witson. These commitments were all made, as Admira 
Radford said yesterday in his testimony, subject to the authority of 
Congress. 

Senator ELxLenper. When you come to us, the commitment has al 
ready been made and you tell us, “Well, now, if you do not live up ti 
that, there may be trouble.” That invariably happens. 

When was that commitment made to Pakistan ¢ 

General Winson. I believe it was made last year, sir. It was Octo 
ber of L954. 

Senator Dirksen. I must answer Senator Ellender’s question. 

Senator EnLenpErR. Why must you answer the question! Are you 
in on these commitments ¢ 

Senator Dirksen. Surely. 

Senator ELLeNper. Why am I not in on these commitments ! 

Senator Dirksen. That is the extent to which Lam on the commit 
tee just like you are, 

Your quest ion Was: How are these commitments made 4 

If I understand, the Security Council, the Joint Cliefs of Statf. 
anid — others, sit in on this picture. They determine the whol 
securit) ' patterns: un wal What Is esse! ittal to it, 
there are an aps in it, t] eV see CO it that they wre filled. Then, 
they “tartona newoti tion ly: ISIS ahi id detel mine W hata cOUNTLY is coing 
to do. 

When, finally, it is evident that there is willingness to do tt, the 
they have to spell out a pattern to see what it takes in order to ful- 
fill that need, but it starts, however, with a negotiation. After a de 
termination is made here by our military people and our National 
Security Council, who know what this thing adds up to on a world. 
wide basis, then action Is taken. 

Senator ELLenpver. [ repeat with fervor now that we are in tli 
hands of the military. They are the ones directing things and we 
are the ones who are going to have to keep on appropriating. 

Senator Dirksen. The whole world 1 

Senator Euienper. | just do not like that. 


Li 


NATIONAL SECURITY COUNCIL 


General Witson. The National Security Council does not cousist of 
any milit: ary pel ‘sonnel, 

Mr. McNem. There are no military personnel on the Securit) 
Council. There are no commitments ever made without the action of 
the Security Council. 

(Diseussion off the record.) 

Mr. McNem. We can extend some of these items for the record. 

Senator KLLENpDER. I do not see wliy we have a Congress here if you 
are not going to let any of us in on this stuff. We have to vote it 
Whether we like it or not. 

Chairman Haypren. Go ahead, Mr. MeNeil. 

Mr. McNei. The next item is projects for improvement throughout 
the world. 
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MUTUAL WEAPONS DEVELOPMENT 


The first one is the mutual weapons development. It started a 
couple of years ago and efforts were made to get things going 

There is a lot of talent throughout the world. Some of it was 
not being used or employed in the military. This was an effort to 
vet peop le aaa on the development of better and more capable 

“pons and, in the process, get an exchange so that we received the 
benefit in a manner similar to that which we have from our own 
scientists working on projects for us. 

When we help t © finance the weapons development abroad, then 
we are the recipients of the efforts of those people. 

Senator ELLENpEeR. How much is snelited in that? What is our 
share in this development ? 

Mr. McNei. Fifty million dollars. We will probably have to 
reduce that a little bit. 

Senator Ernenper. What percentage of the entire amount are we 
contributing ? 

Mr. McNett. I do not believe I can give you that. 

Senator ELLenper. How do you know to put in this figure of 
se a, 

McNein. It is the effort that was not being done that we could 

icant make a very i investment just on the results we got 


out of 1t ourselves and, at the same time, improve their position as far 


competent weapons were concerned. 

Senator ELLENDER. Who suggests all that? Tow did that program 
come about ¢ 

Mr. McNetw. I think I know the background even before it became 

official matter. I remember in Korea, right at the ope ing of 

Korean war, some of our hand grenades were all right, but the 
Swiss grenade, it developed, was better. This Swiss grenade was 
manufactured in Belgium. 

I should like to make further remarks off the record. 

(Discussion off the record.) 

Senator ELLENbER. In what countries will this fund be used? How 
we different countries are involved ? 

General Witson. We have about 4 or 5 specific projects for Euro- 
pean countries. 

Senator ELLeNnper. Do you know the amount they are spending 
these developments ? 

Mr. McNem. I do not at the moment, s 

Senator ELLENpER. How is the amount of $50 million agreed upon ? 

[low did you come to the conclusion that $50 million was the neces- 
sary amount. 

Mr. McNem. It was partly by oe and partly by, as I recall 
it—and I was not in on that part of it—by study, by research people 
who knew the talent could be de ued and utilized in that area. 

General Witson. This is a program, Senator, to develop the inven 
tive, or to use the inventive, genius that is there to help them to 
develop modern weapons with which we can arm their own forces 
and ultimately help to relieve the burden on the United States. 


& . 
rOl 


out 





13 
A 
i 
a 
ny 
s 
5 
°c 
2 
c5 
fp 


UN 


194 MUTUAL SECURITY APPROPRIATIONS, 1956 


That is one of the original intentions of this mutual weapons 
development program. 

Senator Dirksen. Last year, we gave you $27 million, but you in- 
vested $50 million in this special weapons program before that, so, 
actually, we have a $77 million investment in it, and now, as you 
recruit new talent and set up new laboratories, you move a little 
further ahead in this program. 

General Witson. That is correct. 

( Discussion off the record.) 


FACILITIES ASSISTANCE 


Mr. McNeri. The next item is the facilities assistance part of the 
program, and the $20 million is, frankly, a judgment figure as to 
what possibly could be used profitably in that area. 

This area is one where you do not buy any facilities which they 
have now. It is to increase their facilities to produce for themselves. 

Under all of the transactions, they have to provide the land, struec- 
tures, services, equipment, and the material, but for certain equipment 
we have developed which will help manufacture, which is needed in 
the manufacture of certain equipment, such as material, that will be 
provided under this program, 

No facility of this kind is assisted unless it provides an increase in 
the military productive output of the country itself, produced and 
paid for by the country itself. 

Senator ELLENDER. Does that include airfields? 

Mr. McNetn. No, it is machinery. 

Senator ELLENDER. You furnish tooling ? 

Mr. McNreim. Yes, sir; tooling and things of that sort. 

Senator Exienper. Let us assume that war breaks out next year in 
Western Europe. Have they sufficient facilities there to make their 
own ammunition and the equipment they need, or will the burden be 
on us to furnish it ? 

Mr. McNern. If war broke out, we would still have to furnish them 
with some of the ammunition, as we did in the first 2 years, 

Senator Ettenper. And the airplanes? 

Mr. McNeriu. They have some capacity, but some of the material 
would have to come from here. 

Senator ELLenper. How many countries have that capacity aside 
from England? France does not have any, does it? 

Mr. McNrem. They have some. They have increased their produc- 
tive capacity considerably in the last 5 years. 

Senator ELLENDER. How about fighting planes ? 

Mr. McNem. They have some. Perhaps you noticed in the paper 
the other day a woman flyer who set a world’s record for women in 
a fighter aircraft. 

This is not hopeless. Yes, it drags out much longer. 

Senator Dirksen. I have one question. I have to get at it some- 
thing like this: Let us say that out of the current appropriation of 
half a million dollais put in reserve for the purchase of grenades 
that could be delivered in 90 days so the money would be reserved 
and obligated, and very shortly thereafter when the grenades were 
delivered, you spend the money so that actually, there, you have a 
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case of an expenditure very shortly after the obligation is made; 
is that correct ¢ 

Mr. McNew. That is correct, particularly if the grenades were 
in stock; the expenditure might be made within 90 days. 

Senator Dirksen. Doubtless in this year you are actually disbursing 
money on obligations that were made last year. 

Mr. McNew.. And the year before. 

Senator Dirksen. Would that be very substantial—the year between 
the obligation and the actual disbursement ? 

Mr. McNe tu. That is quite a customary or usual thing. 

Senator Dirksen. Doubtless you are disbursing money on some 

ob ligations incurred 2 years ago; is that very substantial ? 


HEAVY EQUIPMENT EXPENDITURES 


Mr. McNett. It is very substantial and it involves almost all heavy 
equipment. 

Senator Dirksen. It is conceivable that you are spending money 
this year for obligations that were actually made 3 years ago; is that 
correct ? 

Mr. McNett. That is correct, and that amount is also substantial. 

Senator Dirksen. What item of equipment would be involved 
there ¢ 

Mr. McNett. Major items such as minesweepers, for example, which 
I touched on this morning, aircraft particularly when in a model like 
the new F-84 which took 3 year's before we got it to work. 

Senator Dirksen. Doubtless in 1955 and doubtless in 1956 you will 
actually be spending money on items on which you have made an obhi- 
vation as much as 3 years ago. 

Mr. McNett. That is correct. 

Senator Dirksen. Does it go further back than that ¢ 

Mr. McNett. A little goes further back than that? 

Senator Dirksen. But 3 years is substantially as far back as you go? 

Mr. McNet. That is right. 


LEAD TIME ON HEAVY EQUIPMENT 


Senator Dirksen. Therefore, on heavy equipment particularly, on 
airplanes, tanks and things of that type, your lead time is actually 3 
vears or more; is that correct ? 

Mr. McNem. On tanks and things of that type, it would be second 
vear and aircraft and ships, generally, in the third year. 

Senator Dirksen. Out of the $6.4 billion or $6.5 billion of unobli- 
gated or unexpended funds, there will be constant disbursements for 
things that were obligated long ago, and the money is spent as the 
goods are received and the deliveries are made; is that correct ? 

Mr. McNett. That is correct. 

I have now come to the last item. I might, if you so desire, expand 
my remarks on each of those categories for the record. 


PREPARED STATEMENT 


Chairman Haypen. That will be all right. We want to get through 
the hearings on this bill as soon as possible. 
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(The statement referred to follows :) 


JUSTIFICATION OF THE FISCAL YEAR 1956 APPROPRIATIONS REQUEST 
FOR MILITARY ASSISTANCE MADE PURSUANT TO THE MUTUAL 
SECURITY ACT OF 1955 BY THE DEPARTMENT OF DEFENSE 


The request for military assistance appropriations for fiscal year 1956 made 
pursuant to the Mutual Security Act of 1955 totals $1,125 million. The request 
makes provision for funds for a number of different categories of military assist- 
ance, These categories are listed below with the estimate of fiscal year 1956 new 
obligational authority requirements : 

Millio) 
Category I. Administration S24. 0 
Category IT. Protection of investment: 
A. Maintenance and spare parts ($325.2 million with $151 million 
under category IIT C) 
BB. Training (3104.8 million with $14.7 million under category III 
C) ; : 90. 1 
C. Packing, crating, handling, and transportation 144. 0) 
Category III. Commitments: 
A. NATO military headquarters ee ps ‘i a. 
Bb. Infrastructure___ " 122. 0 
(. Military assistance commitments : s 195, 2 
Category 1V. Projects for improvement : 
A. Mutual weapons development — ; pee ew eh oe 50. 0 
B. Facilitios assistance_- 20. 0 


Total as is eal 7 . : 1, 125.0 


A statement giving an explanation of each category and a justification for the 
funds requested follows: 


I. ADMINISTRATIVE EXPENSES, TOTAL ESTIMATE FOR FISCAT YEAR 1956, S24 Minrton 


The requested S24 million for fiscal vear 1956 represents a scaling down of 
the original Service estimates which totaled $29 million, exclusive of direct 
forces support, and an increase of $750,000 over the amount appropriated for 
liscal vear 1955. 

It is estimated that administrative savings can be effected during fiscal year 
1956 in most of the Huropean and South American countries, but substantial in 
creases will be needed in the Far East and certain other areas. New military 
advisory groups will be established in Germany, and in at least 2 countries in 
the Far East, and expanded activities are planned for 5 countries in the Near 
Kast. The takeover of program responsibility in Korea, formerly under Army 
control, represents an increase of over $1.5 in administrative costs, and the 
expanded program in Japan will cost approximately $250,000 more than in fiscal 
vear 1955. 

In addition, at the time the S24 million estimate was arrived at, it was our 
understanding that administrative costs of the $300 million direct forces sup- 
port program, to be taken over July 1, 1955, by the Department of Defense from 
the former Foreign Operations Administration, would be defrayed from program 
funds. as has been the FOA practice in former vears. It now appears that such 
costs will have to be paid from our administrative limitation, and while we 
intend to keep these items to a minimum, it does throw an unexpected and un 
provided for burden against our already tightly calenlated estimate. 

It seems clear that if we are to have sufficient funds to permit us to exercise 
proper and workmanlike control over program operations, it will be necessary 
that the full amount of $24 million be appropriated for MIOA administrative 
expenses, 
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I]. CURRENT OPERATING EXPENSES To Proreer PREvIoUS INVESTMENT 


MAINTENANCE (INCLUDING TRAINING AMMUNITION) AND SPARE PARTS—TOTAL 

STIMATE FOR FISCAL YEAR 1956—ORIGINAL REQUEST $274.2 MILLION REDUCED TO 

174.2 

eral 

If previously delivered and to be delivered equipment is to be maintained and 
itilized in fiscal year 1956, it is estimated that expenses should be incurred in 
fiscal Year 1956 in that respect totaling $425.2 million. (Reduced $100 million 
when the overall request was reduced from $1.4 billion to $1.125 billion.) Such 
timate of requirements in fiscal year 1956 for maintenance and spare parts 
was ade on a country basis by the MAAG’s in the field and reviewed by the 

spective military departments, 

Of the above estimate of the fiscal year 1956 maintenance and spare-parts 

uirements $151 million are also involved in commitments to certain of om 

ies. For tabulation purposes, this $151 million for maintenance and spare 
parts is shown under the commitment heading and the total estimate of S325.2 

lion is appropriately reduced to $174.2 million for listing under this heading. 
rhe estimates for maintenance and spare parts for the commitment countries 
were made in the same manner as for all other countries. 

In January 1955 a Department of Defense policy guidance memorandum 

ected that the objective of the United States should be to shift, as soon as 
racticnble, to recipient Countries the complete financial responsbility for provi- 
sion of spare parts for all equipment provided through MDAP. Immediate appli- 
ation of such policy on a worldwide basis and across the board is not possible. 
The development of an orderly and workable method of effecting this transfer 

responsibility will take some time. Studies are now being made to hasten 
the time when the recipient countries can assume the burden of producing 
or purchasing the spare parts needed by them, Some countries will not, however, 
be able to assume that burden for some time. 

The separate service estimates for Maintenance and spare parts may be 
further summarized, starting with the Army, as follows: 


troy estimates for maintenance and spare parts 


(a) Army training ammunition.—Ariny training ammunition requirements in 
tiscal year 1956 were estimated by first calculating an assumed number of 
rounds allotted for each trainee or crew served weapon per year and multiplying 
that by the number of weapons in use on a country basis. The number of 
rounds per weapon thus estimated was based on an anticipated country fiscal 
year 1956 usage determined on a country by country basis by consultation be- 
tween representatives of the recipient country and members of the United 
States MAAG. The number of rounds per weapon thus allotted does not, in 
any instance, exceed the rounds per weapon allowed for training United States 
personnel, 

In preparing estimates of training ammunition needs, the country calcula- 
lions prepared as above were further adjusted to cover the use in fiscal year 
1956 of any combat reserves of ammunition that could be used for this purpose. 

(b) Ariay spare parts.—In the initial stages of the MDA programs, the Army 
estimated requirements for spare parts were based on the amounts of equip- 
nent supported and the United States usage rates. As time passed and experience 
developed, it was learned that these estimates were high and that estimates 
ould be made more accurately by reducing the United States usage rates by 
ertain experience factors. In the past 2 years, the Army has based its for- 
ward estimates of spare parts on the pervious year’s country requisitions 
modified to provide for the additional equipment that was to be delivered in 
the coming fiscal year and then reduced, as appropriate, to take account of 
stocks on hand and the individual country’s increased capability to provide 
such spares from its own resources. 

rhis estimated requirement on a country basis was first made by the respective 
country MAAG’s and checked in Washington against country team assessments 

ade in 155. The continued availability of the bulk shipments of spare parts 
completed in 1954 was taken into account in the estimates at the MAAG levels. 
\s a result of this bulk shipment, the spare parts fiscal year 1956 funds planned 
for European countries represent 2 35-percent decrease from the value of spare 
parts requisitioned by those countries in 1954 
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2. Navy estimates for maintenance and spare parts 


(a) Navy training ammunition.—In the past, Navy training ammunition has 
been provided from war-reserve stocks. Usage rates have been far below United 
States peacetime rates, and, therefore, the dollar amounts expended have been 
minor. Complete and accurate inventories of war reserves of ammunition are 
now being prepared by the recipient countries but unless such inventories revea| 
unexpected deficiencies, the required Navy training ammunition for fiscal vea 
1956 can be provided without additional funds. 

(6b) Navy spare parts.—The Navy believes that there should be an adequate 
onboard allowance of spare parts for each ship, in addition to adequate back-up 
spares ashore in amounts not to exceed 1 year’s United States peacetime usage 
rates. In general, the Navy estimates of spare parts needs for fiscal year 1956 
were based on such concepts and on annual usage rates derived from prior year 
MAAG requisitions. 

Included in the Navy maintenance and spare parts estimate is an amount for 
certain major ship overhaul projects scheduled for fiscal year 1956, the estimate 
being based on the record of standard costs per ship overhaul developed over 
many years experience. The vessels involved are ex-United States vessels anid 
the overhaul in question will be done in United States yards. The records of 
United States experienced costs were, therefore, deemed reasonable for this esti- 
mate. Certain preparatory measures which can be accomplished locally, and 
transit to and from the overhaul points, are not included as costs to the United 
States in these projects. 


3. Air Force estimates for maintenance and spare parts 

(a) Air Force training ammunition.—Air Force training ammunition re- 
quirements are initially estimated by the country MAAG’s on the United States 
rates, and then scaled down by such MAAG’s, by factors which are developed 
from the previous usage rates of the individual countries involved. 

(b) Air Force engineering changes.—The Air Force estimates that sufficient 
spare parts have been included in prior year programs to permit the exclusion 
of any separate spare parts estimates for fiscal year 1956. 

The Air Force has learned, however, through years of experience that all 
aircraft types continuously need engineering improvement changes. This is 
true even with respect to thoroughly proven aircraft which have been flown 
for as long as 15 years. To meet this need, the Air Force estimated that fiscal 
year 1956 will produce its share of the inevitable aircraft engineering changes 
which will be generated in that year as a result of day-to-day flight operations. 

Due to an inability to predict the precise nature of the specific defects which 
will require correction during fiscal year 1956, the money estimated for such 
engineering changes in fiscal year 1956 has been calculated on the assumption 
that new requirements for engineering changes in that year will be the same 
percentage of the cost new of the equipment to be in service in fiscal year 
1956, as such changes per type of plane were in prior years. These corrective 
and improvement maintenance costs vary somewhat per type of plane but over 
past vears they have averaged slightly over 2 percent of the production costs of 
the aircraft in the active inventory during that period. An overall average 
percentage of 2 percent was, therefore, applied to the MDAP delivered planes 
on a country basis to estimate the maintenance cost for this item in fiscal 
year 1956. 


B. FISCAL YEAR 1956 TRAINING PROGRAM-—TOTAL ESTIMATE FOR FISCAL YEAR 1955, 
$90.1 MILLION 


To maintain adequate utilization of MDAP equipment already delivered and 
to be delivered, the worldwide training program should be continued in fiscal 
year 1956. The overall costof training included in the fiscal year 1956 request is 
$104.8 million, which includes $14.7 million for the training required in connec- 
tion with certain commitments to several countries by the United States. The 
$14.7 million is included under the section dealing with “commitments” rather 
than under “training,” leaving a request for training of $90.1 million required 
by other allied nations. 

The overall objectives of the training program for foreign countries are: 

1. To train personnel to insure that MDAP equipment is properly maintained 
and operated when sent abroad. 
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9 To establish an indigenous training basis or faculty within the various 
countries so that in the future each country, insofar as possible, can train 
its own specialists and technicians. 

» To assist in the attainment of combat effectiveness at the earliest possible 
date. 

Three broad categories of training have been undertaken and are desired 
to be continued : 

Formal training.—Individual instruction given in United States service schools 
and installations, both in the continental United States and overseas. 

Vobile training teams.—Teams of United States servicemen who are experts 
in their specialties and who are sent to foreign countries to give instruction on 
United States equipment in the field. 

Technical representatives.—Specialists from private industry who are sent 
to foreign countries to give instruction in the installation and operation of 
newly developed equipment. 

The bulk of the funds estimated for fiscal year 1956 covers formal training 
justruction. 

The training estimated for fiscal year 1956 of $104.8 million was derived in 
the following manner. The headquarters of the military departments prepared a 
preliminary estimate of the amount and type of training required to best 
itilize the material furnished and to be furnished in fiscal year 1956. The 
preliminary estimate of requirements was then reviewed by the respective 

nified commands, Military Assistance Advisory Groups (MAAG’s), and the 
Pureau of the Budget, in order to eliminate all nonessential training and training 
which could be deferred to a future date. Following the review and screening, 
the JCS informed each military department of the value upon which final pro- 
cram submissions were to be made. 

The military departments, after conferences in Europe and the Far Fast with 
the unified commanders and the MAAG’s, developed the details of the training 
program. The detailed training program is specific as to the number of fully 
qualified students to be admitted to specific training schools on specific dates. 
It includes estimates as to the number of students who will require preliminary 
training prior to receiving technical training. 

Due to factors beyond control, countries are sometimes unable to provide 
the students necessary at the specific time required and in such instances when 
the students cannot be scheduled for the course within the fiscal year the funds 
are utilized for other urgent commitments. 

The MDAP training program is on a pay-as-you-go basis. Each fiscal vear 
training program is complete in itself insofar as appropriated funds are con- 
cerned, There are no carryover funds from year to year. 

Although the training program is small in comparison to the overall program 
for military assistance. it is considered to be sufficient to cover the most urgent 
needs for fiscal year 1956. Materiel deliveries and training must be kept in 
phase to maintain the fullest combat effectiveness. Our allies must be assisted 
in the development of men trained to fight with United States military equip- 

ient or the entire MDA effort to develop a sound military posture in our lives 

ill be wasted. 


II. CURRENT OPERATING ExpPENSES To Protect Previous INVESTMENT' 


PACKING, CRATING, HANDLING, AND TRANSPORTATION (ACCESSORIAL COSTS) rOTAL 
ESTIMATE FOR FISCAL YEAR 1956, $144 MILLION 


Accessorial costs represent expenses involved in packing, crating, handling, and 
transportation as well as other operating expenses in connection with the prepa- 
ration of military equipment and supplies for delivery to recipient countries 
under the MDA program. The transportation costs chargeable to MDA cover 
inland, ocean (including MSTS), and air (including MATS) transportation. 

The accessorial cost estimates for fiscal year 1956 were developed on the basis 
of estimates of deliveries of equipment and supplies during fiscal year 1956 and 
not on the basis of anticipated obligation or reservation of funds for equipment 
and supplies during fiscal year 1956. The bulk of the equipment and supplies 
delivered during any one fiscal year generally had been programed and obligated 
or reserved during prior fiscal years due to the administrative and procurement 
lead time required to program, contract, make ready and deliver such equipment 
and supplies to eligible MDAP recipients. 
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The distribution of the equipment by geographic areas will shift marked] 
from Kurope to the Far East and will. therefore, entail a longer haul and involys 
more expensive packing and handling to meet the climatic conditions in the Fa; 
East. This expected increase in haul and more expensive packaging and handling 
has caused the aggregate increase of some $8 million in the fiscal year 1956 
estimate for these accessorial costs over fiscal year 1955. 


Ill. CoMMITMENTS 


A. NATO INTERNATIONAL MILITARY MEADQUARTERS, TOTAL ESTIMATE FOR 19 
BILLION 


The military forces which are committed to the defense of the North Atlanti: 
Treaty area by member nations of the North Atlantic Treaty Organization hav 
been placed under the direct command of the Supreme Allied Commander Europe 
SACEUR (General Gruenther), the Supreme Allied Commander Atlanti: 
SACLANT (Admiral Wright), the Commander in Chief Channel (Admiral S 
George Creasy), with the top milit: ry planning agency, the Standing Grou 
giving overall direction and guidance. The headquarters of these conimanders 
commonly Known as SHAPE (Supreme VWeadquarters Allied Powers europe 
SACLANT (Supreme Allied Command Atlantie) and the Channel Command a 

cated just outside Paris, France: at the Naval Base, Norfolk, Va 


and Londo 
necti ely The Stane ing re " ee “ted 


in Washing 


‘Olumunders are the f wing NAT nternational Co: 


Subordinate Commands of SHAPE: 
Headquarters Allied Forces Northern Europe 
Headquarters Allied Naval Forces Northern europe 
Headquarters Allied Air Forces Northern Europe 
Headquarters Allied Forces Central Europe 
Headquarters Allied Air Forees Central Europe (Includin 
and 4th ATAF) 
Headquarters Allied Land Forces Central Kurope 
Headquarters Allied Naval Forces Central Europe 
Headquarters Allied Forces Southern Europe 
Headquarters Allied Land Forces Southern Kurope 
Headquarters Allied Air Forces Southern Europe 
Headquarters Allied Forces Southeastern Europe 
Headquarters Alliel Land Forces Southeastern Euro 
(Including Advanced Command Post Salonika, Greece) 
Headquarters Allied Air Forces Southeastern Europe (Includ 
ing 6th ATAF) 
Headquaters Allied Forces Mediterranean 
(b.) Subordinate Commands of SACLANT: 
Commander in Chief Western Atlantic Area 
Commander in Chief Eastern Atlantic Area 
Air Commander in Chief Eastern Atlantic Area 
fc.) At the present time there are no subordinate commands to the Channe 
Command. 
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In addition to the three supreme command headquarters and their subordinat 


military command headquarters, there are certain international militar 


UN 


asencies 
ussigned for administrative and budget purposes to SHAPE or for direction an 
supervision to the Standing Group. These agencies include, the NATO Defens: 
College, the Military Communications Agencies in Kurope, Military 
Standardiation, Air Training Advisory Group, and Advisory 
nautical Research and Development. 

The nonmilitary administrative and operational 
described international military 


gency for 


Group for Aer 


expenses of the nbove 
headquarters and agencies are jointly finance: 
by the member governments of the North Atlantic Treaty Organization in aecord 


ance With an internationally agreed cost-sharing formula. This formula w 


negotiated in the fall of 1951 and by subsequent action of the member government 


representatives on the North Atlantic Council the formula has been continued fo 
the calendar vear 1955. The presently agreed United States share of these inter- 
national costs is 22.5 percent of operating costs, the same percent share as borne 
by France and the United Kingdom, and 45 percent of capital costs. An interna 


national working group, however, is presently negotiating new cost-sharing 





MUTUAL SECURITY APPROPRIATIONS, 


centage, but such prospective changes, if any, 


timates. 
The overall United States contribution to the international 

neies iS made in two ways. First, we provid he required 

tary personnel for assignment to staff and support complements 
nents for military personnel are established by the Standing G 
member nation is requested to fu 


rnish its assessed 
expense. The pay, allowances, and basic military personne 
se assigned United States military personnel are paid from the U1 
itarv budgets. Second, we share with the other member 
18 the operating, maintenance, and 
Iquarters and ageney buildings and facilities. These costs, which 
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In an attempt to have all international budgets approved by the North At- 
lantic Council prior to the beginning of the budget year (January 1), the Budget 
Committee in reviewing budgetary estimates many times defer certain budget 
items for a more detailed study or more adequate justification. The items de- 
ferred from budgets submitted to the Council are acted upon by the Budget 
Committee later in the year under delegated authority by the Council to take 
final action on supplemental estimates if unanimous agreement is reached on all 
items in question. Therefore, the total of all budgets approved by the Council 
does not necessarily represent the total annual cash requirement since the sup- 
plemental budgets and the cash requirements for contract authority carryover, 
when accepted by the Budget Committee, increase the total case requirement. 
Provision is made for this contingency in the estimate of fund requirements. 

The estimate made in this manner for the United States contribution to the 
expense of international headquarters in fiscal year 1956 was $5.5 million. 


B. NATO INFRASTRUCTURE, TOTAL ESTIMATE FOR FISCAL YEAR 1956, $122 MILLION 


Infrastructure is the term used for the fixed military facilities, such as air- 
fields, fuel distribution facilities, naval fleet bases, telecommunications, electronic 
warning systems, war headquarters, and other installations needed to support 
effective combat operations by the integrated NATO forces under the command 
of the Supreme Allied Commander Europe and Supreme Allied Commander 
Atlantic. 

The aggregate cost of infrastructure is shared among the NATO nations in 
percentages fixed by agreement in the North Atlantic Council. The percentages 
shown by the United, States have varied from annual program to annual pro- 
gram, which have been called “slices,” as follows: 

United States 

percentage 

Annual programs: net of taxes 

Slice I_- ; ; Sz Deitel 
Slice ae 41. 82 
Slice a j ; : ; 38. 40 
Slice 1V—-z ga eesti ies .. 38. 
Slice IV n ‘ _ 38. 62 
Slice ; : 39. 89 
Slice _ pia . 39. 81 
Slice ov. (2 

The exact percentage paid by the United States in any one fiscal year is a com- 
posite percentage because the payments made in the various iiscal years are not 
always in respect of projects in a single slice but usually in respect of projects 
programed under a number of slices. The percentage applied to each project 
depends upon the slice as a part of which such project was programed. When 
all 7 slices are completed the percentage of the aggregate paid by the United 
States should approximate 38 percent. This average calculation is based on a 0 
eontribution by the United States with respect to the first slice. 

Prior to April 1953, each annual infrastructure program increment, or slice, 
was prepared and financed as a separate program. In order to avoid annual 
cost-sharing negotiations which had been long and difficult, the North Atlantic 
Council, in April 1958, agreed on an overall infrastructure program for the years 
1954 through 1956, both inclusive, up to a maximum amount of $700 million, which 
was the estimated cost of infrastructure requirements during the period. The 
United States’ share of this total infrastructure cost on the therein agreed per- 
centages is $300 million, 

This 3-year program of not-to-exceed $700 million will, when added to the pro- 
grams previously approved (approximately $1.5 billion), bring the total cost of 
NATO infrastructure programs through 1956 to approximately $2 billion. Of this 
overall infrastructure total, the United States agreed percentage contribution 
will not exceed $780 million. A contribution by the United States to infra- 
structure up to that amount ($780 million) has already been authorized by the 
Congress (see Mutual Security Act of 1954, sec. 104 (a) ). 

Infrastructure is programed under NATO planning, screening and other pro- 
cedures designed to limit authorized programs to essential projects. Expendi- 
tures under approved programs are made under strict NATO supervision. In 
the first instance, the supreme commanders forward to the NATO standing 
group their estimates of their minimum requirements for their activities. The 
standing group screens such estimates from a strategic point of view. The North 
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Atlantic Council further reviews the proposed projects in an effort to insure that 
maximum economy is obtained, that existing military and civilian facilities are 
utilized to the maximum and that construction standards are austere. 

Actual construction of each project is the responsibility of the nation in whose 
territory such project is located. The responsible nation, however, may not let 
contracts without receiving prior approval of the North Atlantic Council Pay- 
ments-Progress Committee on which each nation is represented. The respective 
countries must submit detailed engineering cost estimates in order to obtain 
authorization to let contracts. Even after projects have received Payments- 
Progress Committee approval, they are inspected by teams representing the 
NATO military commanders and the NATO International Staff, as well as the 
nations concerned. All infrastructure accounts are audited by an International 
Board of Auditors on which the United States is represented. 

(Note.—All infrastructure programs are developed by calendar years and 
priced in pounds sterling. The pounds sterling have been converted to dollars at 
the rate of $2.80 per pound sterling. ) 

The estimates for infrastructure for fiscal year 1956 have been made by the 
Department of Defense comptrollers staff in Paris after consultation with the 
NATO International Staff. An overall list of projects approved by the NATO 
Council was eXamined and an estimate made as above indicated in Paris as to 
the projects which it was believed would be obligated during the United States 
fiscal year 1956 and as to the respective amounts needed from the United States 
(as its agreed percentage share) for such projects. Such estimates were screened 
in the Department of Defense. 

In this manner, it was estimated that the United States should during its fiscal 
year 1956 be prepared to obligate for infrastructure a net amount of $122 million. 

The United States contributions to infrastructure, actual for fiscal years 1952 
through 1954, and estimated to the end of the aggregate program approved by 
the North Atlantic Council in April 1953, may be summarized as follows: 


{In millions] 


Authorized |Appropriated| Obligated Expended 


1 220) 169 169.0 

140 140 140.0 

150 2150 114.9 

321 2100 3120.1 

Subtotal ; : ; 559 544.0 
; ‘ 6 aie 3 122 3112.6 

et . : ‘ ; , 399 4123.4 


Total ' ; ; 780 780. 0 


1 Includes $51 million for United States national construction. When this $51 million is deducted, total 
authorization for infrastructure is $780 millions. 

2 Of this amount $39 million was reappropriated from fiscal year 1954 to fiscal year 1955 and the new 
appropriation requested for fiscal year 1955 was reduced from $122.7 million to $100 million. Thereby, 
$139 million was actually made available for fiscal year 1955 to take care of the United States contribution 
to infrastructure in that year. 

3 Estimated. 

4 Estimated, after 1956. 


In 1954, when Congress authorized the 3-year program for 1954-56, both in- 
clusive, it was thought that such program would conclude infrastructure. How- 
ever, due to the changes in strategic concepts to provide for nuclear warfare, 
certain new requirements are being generated. Although no estimate is pres- 
ently available as to the magnitude of these new requirements, it should be noted 
by the Congress that further requests for infrastructure will undoubtedly be made 
to provide NATO forces with the facilities deemed necessary for them to survive 
the initial phases of a nuclear war. While the detailed study has not been com- 
pleted, some allowances in current infrastructure programs in the light of the 
new concepts of modern warfare have been made. The authorized ceiling on 
United States infrastructure contributions of $780 million has not been exceeded, 
in fact there will remain $99 million to be appropriated in fiscal year 1957 te 
fulfill the present authorization. 

For instance, the newer strategic approach proceeds from the assumption that 
in any future war in the NATO area atomic weapons will be employed and that 
the element of surprise will be of paramount importance to any aggressor. The 
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NATO military commanders must disperse their forces and equipment. This 
dispersal to be effective must subdivide combat units and scatter them so that 
no enemy in an initial, surprise attack, could destroy our ability to defend and 
strike back. 

While the full impact of this newer strategy is not yet reflected in current 
infrastructure programing, some implementing action has already been take) 
by SACEUR to reprogram funds now being spent in the infrastructure prograin 
to assure a greater nuinber of usable facilities for smaller units than the previ- 
ously planned more centralized larger facilities designed for larger combat 
elements. 


MILITARY ASSISTANCE COMMITMENTS, $495.2 MILLION 


The term “commitment” is not intended to imply a binding or irrevocable legal 
obligation on the part of the United States to furnish assistance to anotli 
country bevend the amount of such heretofore authorized by the Congress. On 
the contvary, the term refers to understandings with foreign governments con 
cerning future assistance which are, to the extent that these have not previousl)s 
been obtained, subject to the authorization and appropriation of necessary funds 
by the Congress to permit their implementation, One form of these Commitments 
may be that of an agreement to provide assistance valued at a specified total 
amount over a specified number of years, Another form may be reilected by an 
understanding or agreement which does not specify the total value or exact 
nature of assistance but does establish general accomplishments through which 
monetary values can be subsequently Calculated or determined. 

Specitic details of all these agreements have been made available to the 
Congress, 


lV 
A. MUTUAL WEAPONS DEVELOPMENT PROGRAM, ESTIMATED FOR 1956, $50 MILLION 


This program was started in fiscal year 1954 and continued in fiscal year 1955 
It is an important one, and was recognized as such by the Congress in the con- 
ference report on the Mutual Security Act of 1954, which dealt with fiscal yea 
1O55. 

Through June 30 approximately $41 million has been obligated for this purpose ; 
$22 million more has been authorized for approved projects now under negotia- 
tion. It is estimated that an additional $50 million can be advantageously 
utilized in fiscal year 1956 for this purpose. 

The primary object of the mutual weapons development program (MWDP) is 
to accelerate the development of new weapons in Europe for NATO. As a byprod- 
uct of the program, such developments are also made available for United States 
forces, if desired. 

To date, MWDP agreements have been negotiated directly on a government-to 
government basis. This policy will be continued in general, but may be desira 
ble in certain instances to mage agreements directly with particular firms. How 
ever, these also will preserve the essential byproduct advantage of making the 
results available for United States forces if need should arise, as well as for 
NATO forces. 

Western Europe possesses a remarkable potential in scientists with capabili 
ties for new-weapons development. Responsible United States scientists wh« 
have studied the subject report that in the aggregate the European scientific 
capability for the development of new weapons at least equals and may well 
exceed that of the United States. Only in England is such potential now being 
even reasonably adequately utilized. With the ratification of the London and 
Paris records, German scientists are available for such purpose. 

If adequately mobilized, these European scientific resources may well prove 
to be the most valuable NATO secret weapon, as well as the most important 
contribution which Western Germany can make to NATO strength. 

Today's most striking fact in connection with the defense of the NATO areas, 
as well as of the United States, is the unbelievably rapid development in the 
destructive power and in the adaptability of new weapons which has occurred 
over the past several years. 

Our military assistance to be effective must not consist only of present weapons. 
but must emphasize and aid in the development of weapons systems for effective 
use 5 fo 10 years ahead. This need is underlined by the present military concept 
that the period of danger will be indefinite. Effective utilization of this Euro 
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inilitary inventive capacity could also indirectly be of very real assistance 
United States defense forces. ‘These conclusions are supported by the fact 
at a very large part of the new weapons developments in World War IL was 
Kuropean origin 
M\WDv is taking advantage of the above situation in the following principal 


1) During fiscal year 1954 the mutual weapons development team was set up 
irt of the Office of Defense Adviser, USRO, acting under general policy 
dance from Assistant Secretary of Detense (Research and Developuient) 
jes. The team investigated promising weapons developments in the prin- 
al NATO nations. The team’s recommendations of projects to be financed 
MDA, after review in Washington and approval by Assistant Secretary 
rles. were in large part approved personally by the President, and the prog- 
ss of the program was commended by him. When projects were approved, 
cements were then made under which the most promising weapons develop- 
nts were accelerated through assistance from MWDP funds. $19 million was 
yited for such purposes in fiscal year 1954. The progress of the work under 
ese projects is being Monitored by our three armed services, respectively, and 
y the MWDP team. A second review of Huropean developments has been made 
is year, and further projects are in process of study. 
SELAVE felt the need for a very light tighter aircraft for close ground 
of troops, which conld take off and land in limited space and which 
not be dependent Upen alr elds which might be destroyed Dy A-bombs. 
MWDP team, with technical advice irom USAF, investigated Kurop ali 
apabilities for the development of such a plane, and agreements are now in 


egotiation. As these planes will weigh only about one-third that of the small- 


LI planes, they will be relatively inexpensive to purchase and operate, 
| be especially adapted to European battlefield conditions, meeting an 
eed Which SHAPE felt. Apart from the MWD program this could not 
muplished. 
3) Blazing an entirely new trail, the MWDP made it possible to set up 
cently the new SHAPE Air Defense Technical Center at The Hague. The 
this is to develop, with the cooperation of the NATO nations and their 
‘leltists, an integrated early warning (A. C. and W.) system for the NATO 
urea. 

{) Under the MWD program an approach will be made to mobilize for NATO 
efense the military research capabilities of Germany in addition to those of 
ur other European allies. 

(5) Some progress has also been achieved in making available for EKuropean 
ise the United States Armed Forces’ own Weapous developments. Llowever, the 
ppropriate limitations of security have been such as to restrict the application 
tf the MWDP. 

It must be recognized that this program is still less than 2 years old, and that 
redictions as to end results from any research and development program vary 
etween the difficult and the impossible. 

In fiscal year 1954 a separate appropriation of $50 million was made for this 
program—then called the mutual special-weapons program. For fiscal year 1955, 
rovision of new funds of S27 million was requested for this program. The 

mference report on the Mutual Security Act of 1954 stated that the program 
for fiscal year 1955 was considered to be of importance, but indicated that its 
purposes were within the general MDAP appropriation and that there was no 
reason “for placing any limit on the funds available for this purpose.” 

In developing long-range European defensive strength with an indirect by- 
product advantage to United States military strength, this program has great 
promise, and much can be realized in fiscal year 1956. 

The future safety of the free world depends primarily upon keeping ahead 
f the Communists in development of Weapons systems. The capacity of Western 
Kurope in this field is in the aggregate at least equal to that of the United States. 
he door is therefore open to us, by proper utilization of European scientists, 
n effect to double United States capabilities in this critical field. Lack of 
financial resources in Europe for these purposes has been such as to prevent 
iny fully effective mobilization of these scientists. The contributions by the 
MWDP both meet this difficulty and assure that the research and development 
program will be conducted in a way to meet SHIAPE’s needs, and that the United 
States will be at all times kept fully informed of the progress. 
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B. FACILITIES-ASSISTANCE PROGRAM—ESTIMATE FOR FISCAL YEAR 1956, $20 MILLION 


It has been estimated that during fiscal year 1956 a total sum of $24 million 
could be obligated with great advantage under this program on a worldwide basis. 
The estimated figure of $24 million for fiscal year 1956 is reduced to $20 million 
because it is believed that $4 million will be carried forward as unobligated from 
the fiscal year 1955 facilities-assistance program. 

The estimate for fiscal year 1956 is an overall judgment figure. It is not 
practicable in advance to identify and price specific projects as worthy of de 
velopment. It is known, however, that increased ammunition productive capacity 
would be desirable in Europe and in the Far Kast. 

Further, practically no attention has yet been given under this program to 
shop facilities for the maintenance of MDAP equipment. If the burden of supply 
ing spare parts is to be lifted from the United States, extensive productive facili 
ties for spare parts for MDAP equipment should be established on a worldwide 
basis. The field of possible activity for this is, therefore, extremely large and 
has been scaled down to the figure mentioned in the interest of conservatism. 

It is also thought that facilities assistance negotiations, being lengthy and 
requiring careful study, probably would not obligate more than $24 million in 
fiscal year 1956, particularly if new fields such as maintenance facilities, are to 
be opened. 

The appropriations and obligations in respect of fiscal years 1954 and 1955 
may be summarized as follows: 


Recapitulation fiscal years 1954 and 1950 


Funds identified with the program_----------------------------- _ $72, 000, 000 








Obligations : 
Ammunition : 
Fiscal year 1954_-------------------- _.-.. $26, 000, GOO 
Fiscal year 1955_-------------------------- 36, OOO, OOO 
———_—_—_—_——_ 62, OOO, OOO 
Maintenance, fiscal year 1955_-.---------------------------- 1, 000, 000 
ROK arsenal, fiscal year 1955_----- gga aS Bee aE ae ie eee 5, OOO, OOO 


To be obligated by June 30, 1955__--------------------------- 68, 000, OOO 
Projects that cannot be obligated in fiscal year 1955_-------------- 4, 000, 000 


Total_____---------------------~------------------------- 72, 000, 000 

It is believed that the $4 million carried forward will not be obligated during 
fiscal year 1955. There are, nevertheless, two very desirable projects now under 
study which, if the detailed engineering analyses prove favorable, would absorb 
the entire $4 million. 

The facilities-assistance program provides United States financing on a joint 
venture basis with foreign governments. The foreign government agrees to 
furnish all land, structures, services, and some equipment and materials, and the 
United States agrees to contribute a portion of the needed equipment and 
material. ‘The productive facilities thus established must constitute a net addi- 
tion to the total capacity, existing or prog “amed, in the foreign country in ques- 
tion. That foreign country must commit itself to maintain the aggregate pro- 
ductive capacity thus established. In past negotiations, it has worked out that 
the financial contributions of the United States and the other foreign nations 
to these joint ventures have been approximately equal. 

When this program was started in fiscal year 1954, its major attention was 
turned toward bringing the European capacity for propellants and explosives 
into balance with the existing capacity for metal components. At that time, 
eapacily for these chemical components was less than the metal component 
capacity, this serious shortage being due to wartime destruction and postwar 
dismantlement. In the fiscal year 1954 and 1955 programs, a high priority has 
been given to increasing capacity for production of propellants and explosives. 
A rough balance bas been achieved between the capacity for the metaiworking 
components of ammunition and the capacity for propellents and explosives. 
Our engineers in the field report that some problems remain. They have esti- 
mated that an additional 20 to 30 million dollars in United States investment, 
plus an equal European investment, will be needed to complete the task that has 
heen set. When completed, a practical limit will have been reached in the 
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expansion of European ammunition production capacity. Recent information 
is inadequate to appraise the desirability of assisting Germany to reconstitute 
its ammunition industries. 

With respect to the establishment of military equipment maintenance shops 
it will be noted that the surface has merely been scratched, 3 projects being 
undertaken this fiscal year at an estimated United States cost of 1 million 
The burden of maintaining MDAP equipment will increase as the equipment 
ages and it is probable that such burden will reach a maximum in 3 or 4 years. 
The contribution which could thus be made by a relatively small facilities assist- 
ance expenditure is extremely large. Already projects are under study for 
maintenance capacity which indicate that $12 million of United States contribu- 
tion might well be devoted to this type of project in fiscal year 1956, without 
considering any facilities for such purposes in the Far East. 

There is a large need for military equipment productive capacity in the Far 
Kast. CINCFE and CINCPAC have suggested types of facilities assistance 
projects which could well be considered in their areas. Such recommendations 
indicate that as much as $69 million could be usefully applied in the Far East 
in fiscal year 1956 if present reports are confirmed by detailed engineering studies 
and the recipient foreign countries prove willing to make an equitable contribu- 
tion toward project costs plus a commitment to maintain the facilities thus estab- 
lished. 


Recapitulation of fiscal year 1956 potential program 


kurope : Million dollars 
Ammunition ; 20-30 


Maintenance shops (including spare parts manufacture) _—___~- 12 
Far East. - ‘ 69 


PME a jen 2 ee 5a esha 100-110 


In fiscal year 1954, the United States obligated $26 million under this program 
and it is estimated that an aditional $42 million will be obligated in fiscal year 
1955. Only $20 million of new money is being requested for this program in 
fiscal year 1956, although the United States share would be much more than 
this amount if we were to participate in all projects taken under consideration. 
Continuing careful administration of this limited amount of money in fiscal year 
1956 will assure that maximum value is received for every dollar of United 
States contribution, that recipient countries contribute the maximum amount 
consistent with their resources, and that there will be a minimum of unobligated 
money at the end of fical year 1956. This $20 million (plus the $4 million to be 
carried forward from fiscal year 1955) could be obligated to our long-term ad- 
vantage during fiscal year 1956. 


ADDITIONAT REQUIREMENTS 


The foregoing estimates of moneys to be obligated or expended in fiscal year 
1956 deal with items which are not only identifiable as to scope but also allocable 
on a needs basis to obligation in fiscal year 1956. These estimates are based, 
however, on an assumed orderly progress of our programs without any provision 
for emergencies or for political, economic, or military crises which might occur 
in fiscal year 1956. 

Unfortunately, such orderly progress has not been the course permitted to 
previous MDA programs. Emergencies and crises have been normal in the past. 
World conditions change rapidly and frequently. There seems to have been 
a continuous stream of unforeseen events which demanded the immediate obli- 
vation, and sometimes the expenditure, of moneys programed for entirely differ- 
ent purposes. Even within the Department of Defense field, the military assist- 
ance programs for fiscal years 1950-54 had to be revised to cover losses for funds 
not reappropriated. A specific example of this type of diversion is the case of 
Formosa which has become the focal point of a new crisis. 

In our estimates for fiscal year 1956 fo check the conservative nature of the 
$1.4 billion for which obligational authority was originally requested, a specific 
allowance of approximately $145 million was deemed a reasonable minimum to 
meet these unforeseen needs in fiscal year 1956. The conservative nature of 
this amount was tested, not by the assumption of any probable diversion to 
non-MDA purposes but rather against the background of current service esti- 
mates for known additional requirements which could well become urgent needs 
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in the future. The aggrevate of these possible future needs is well in excess o 
foreseenble fund availability. 

While it _ our present estimate that most of these requirements can probably 
he deferred from the obligation and expenditure standpoint until fiscal yea 


1) 


OO7 or thereafter, it.is entirely probable that some provision in fiscal year 1956 
will have to be made for some of them. 

The House authorizing bill did not inelude the original $145 million request: 
therefore, in adjusting the overall request from $1.4 billion to $1.125 billion, this 
category has been removed from the specific fund request. Unforeseen emer 
sencies which require funds will therefore cause revision of existing programs 
during the implementation period. 


INTERNATIONAL COOPERATION ADMINISTRATION 


Chairman Haypren. Mr. Paul, there was an item or two left here 
that Mr. Stassen said vou would explain. 

Can vou do that in about 10 minutes ? 

Mr. Pacn. Mr. Chairman, the letter dated July 13, which Gov- 
rnor Stassen signed on behalf of the executive branch, contained 
an analysis in some detail and copies have been furnished, I under- 
stand, to every member of the committee. 

This contained the detailed an: alysis of the effect not only of the 
House ent of the various items. for which the President had re 
quested funds, but it also contained an analysis of the impact of 
certain other provisions which did not actually cut funds but which 
we believe would have adverse effects on the program. 

Inasmuch as they are covered in detail in that letter, and in order 
to save time, as I know you want to, we had not proposed to deal 
in any detail in oral testimony with those items. 

However, there are just a few items which we feel you might want 
some further honest ina on to complete the record of testimony. 

Some of them deal with items which have been cut by the House 
from the authorized amounts. Others deal with programs which have 
been voted in full in both the authorizing legislation and in the House 
appropriations action but which T think the committee may want 
to pay particular attention to, because, in some sense, they are depar 
tures from what we were doing last year. 


UNITED NATIONS TECHNICAL-ASSISTANCE PROGRAM 


Specifically, T would like to call your attention to the $24 million 
which has been authorized and has been included in the House appro 
priation bill for the United Nations technical-assistance program. 


PREPARED STATEMENT 


T have a written statement, Mr. Chairman, and if T may, T should 
like to put it into the record on this program. 
(The statement referred to follows:) 


UNITED NATIONS ExpANpED TECHNICAL ASSISTANCE PROGRAM—FISCAL YEAR 1956 
APPROPRIATION REQUESTED 


I. AMOUNT 


The amount requested, $24 million, includes $8.5 million for the last half of 
calendar year 1955 and $15.5 million for all of 1956. The House Appropriations 
Committee has approved the full request. 

The program operates on a calendar-year basis. Appropriation of the full 
amount will make it possible for the United States representative at the U. N. 
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edging conference in November 1955 to make a firm pledge for calendar year 
56 with funds already appropriated. Under Public Law 778, 838d Congress, 

pledge can be made unless funds are appropriated. 

fhe program has had a difficult time in 1955 because of the inability of the 
nited States to make a pledge for 1955. The United States has contributed $6.5 
illion for the first half of calendar year 1955. This was provided in the 
Second Supplemental Appropriation Act approved in April 1955. The full 
imount of the United States contribution for this current calendar year will not 
be known until the Congress completes action on this $24 million request. In 
ew of the global operation of the program, this uncertainty has made long- 
ange planning impossible. Approval by the Senate of the amount requested 
ill prevent a recurrence of this year’s situation and put the United States in 
he position of reasserting strong leadership in the program. 


Il, PERCENTAGI 


The $8.5 million proposed for the second half of calendar year 1955 will make 
ie total United States contribution proposed for 1955 $15 million, or approxi 
nately 53.6 percent of the total pledged by all governments for 1955. It is pr 

osed that the United States percentage for 1956 be reduced to 50 percent of 
e central fund. If other governments continue to increase their contributions 
is they have in the past, we believe this reduction in United States percentage 
an be achieved while, at the same time, there can be a gradual expansion in 
he program. 


TI. SOVIET PARTICIPATION 


In the early years of the United Nations technical assistance program, the 
Soviets criticized it as an instrument of American imperialism. In 1953, they 
made their first offer of 4 million rubles, the equivalent of $1 million; they 
ontributed this same amount for 1954 and have pledged this amount for 1955. 
Very few of the rubles have been used although plans have been approved for 
the use of the equivalent of about $1.5 million in 1955. About 91 percent of 
his aimount will be used for the purchase of Soviet supplies and equipment. 
Chree of the projects approved provide for a total of seven Soviet experts. 

Under the rules under which the United Nations technical assistance program 
perates, each expert must be approved by the country to which he is assigned 
and the recipient countries lust consent to the countries in which the fellows will 
be placed. 

The experts employed in the program are Compensated in the currency of their 
nationality or place of residence when recruited, except for a portion of the salary 
or allowances which are paid in the currency of the country where the expert is 
serving. 

Thus, Ameri experts receive their basic salary in dollars. British experts 
receive theirs in pounds. Russian experts, if emploved, would receive theirs in 
rubles. The ruble contribution may be converted to other currencies for the 
purpose of defraying travel costs, allowances, and other incidental expenses of 
the experts. Otherwise, the ruble contribution may not be converted to other 
countries’ currencies 

None of the United States contribution would be paid to Soviet experts. 

Chairman Haypen. That covers a year and a half, does it not ? 

Mr. Pauw. Yes. sir: through December 1956. 

Chairman Haypen. [ think the committee thoroughly understands 
the nature of that program. 

Senator Enwenper. | want to ask a question there. 

Will our contribution for that year and a half be about 50 percent 
of the entire cost ? 

Mr. Pau. Yes, sir. 

Senator ELienper. It will not be over 50 percent ? 

Mr. Pacz. The requested amount is 824+ million, Senator Ellender, 
which covers an 18-month period. It included $8.5 million for the 
second half of calendar year 1955. 

Of the total of calendar year 1955, our contribution will come down 
to 93.6 percent. 
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In calendar year 1956, for which we have also asked funds, we are 
planning to contribute only 50 percent. 

In other words, the calendar year 1956 contribution will be 50 
percent. 

Senator ErLtenper. We have it on record here that the last time we 
appropriated the amount for half of the year, I think it was for this 
current year, it is in the record that in the future the contribution 
is not to exceed 50 percent. 

Mr. Paut. After this calendar year, it would not. 

Senator ELrenper. I am talking about this year. 

Chairman Haypen. My recollection was that we were certainly 
going to be sure of it in the future. As to what the thing was in the 
past, IT am not certain. 

Senator ELLenper. The future we spoke of was this fiscal yea 

Mr. Pau. I believe, Senator Ellender, the record would ean. 
and I would like to be able to check this—an effort to come down to 
as close to 50 percent as possible. 

(The following was subsequently submitted :) 

During the hearings in the Senate Appropriations Committee on the second 
supplemental appropriation bill, 1955, it was stated by executive branch wit- 
nesses that the proposed total United States contribution to the United Nations 
technical assistance program for calendar year 1955 would be approximately 
54 percent of total contributions by all countries. Since that time in requesting 
authorization and an appropriation of $24 million for fiscal year 1956, the 
executive branch spokesmen have stated that the proposed contribution for 
calendar year 1955 would amount to approximately 53.6 percent and that the goa! 
of 50 percent would be reached for calendar year 1956. 


The estimate we now make is 53.6 percent for calendar year 1955, 


going down to 50 percent in calendar year 1956. It had been as high 
as 60 percent. 

Senator ELLenper. It was also understood that from year to year 
this amount would be reduced until we get down to a third? 

Mr. Paur. An attempt will be made to reduce it as fast as pos 
sible. I do not think the executive could make a commitment at this 
time as to what would happen in 1957. 


UNITED NATIONS CHILDREN’S FUND 


The next item is similar to that. That is the United Nations Chil- 
dren’s Fund. 

I would like permission to put a short statement in the record on 
that. It is the same problem. It covers an 18-month period. 

The House and Senate approved the total authorization for $14.5 
million and that has been approved in the House appropriations bill. 

(The statement referred to follows :) 


STATEMENT IN Support OF REQUEST FOR UNITED STATES CONTRIBUTION TO THE 
UNITED NATIONS CHILDREN’S FUND 


There is pending before this committee a request of $14,500,000 for the 
United Nations Children’s Fund (UNICEF). This request is for the 18-month 
period from July 1, 1955, to December 31, 1956. Of this. amount $4,800,000 
would be applied to the last 6 months of calendar year 1955, which, together 
with the $4,200,000 already appropriated for the first 6 months, would result in 
a total of $9 million for the full calendar year. The remaining $9,700,000 of 
the request would be for calendar year 1956. The reason for the 18-month 
request is to bring the authorization and appropriation of United States funds 
for UNICEF into line with the UNICEF program (viz calendar) year. Approval 
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of this request would make it possible for the United States to make its pledge 
for the full calendar year 1956 program prior to the beginning of the year, and 
would, as a result, facilitate the planning and operation of the UNICEF program. 

The current appropriation for UNICEF extends through June 30, 1955, the 
end of the United States fiscal year 1955. The UNICEF program, however, is 
sperated on a calendar year basis, and all other participating governments make 
their pledges to UNICEF for the full-calendar-year program. The fact that the 
United States appropriation is on a different basis tends to complicate the 
pledging and contribution of funds. This is particularly true with respect to the 
percentage question, for it is very difficulty to apply a percentage figure in the 
middle of the program year. The fiscal-year basis of the United States pledge 
also makes it more difficult for UNICEF to plan its program for the year, 
since it does not know in advance how much the major contributor will give. 
his is a serious problem and the solution is dependent in large measure upon 
he action which the United States Government takes with respect to the future 
tuthorization and appropriation of funds. The Congress has already authorized 
funds for the full 18-month period. In future years the request for a United 
States contribution would again be on a 12-month basis corresponding to the 
program year of UNICEF. 

For a number of years the United States contributed approximately 70 percent 
of the government contributions paid into the central account of UNICEF. As 
he number of governments contributing to UNICEF have increased and the 

nancial condition of many of the contributors improved, the United States de- 
ermined to reduce its percentage. At the same time, however, this Government 
is anxious to avoid reducing its percentage to such an extent that it will drasti- 
cally curtail the program. Such action would destroy the good will and coop- 
eration which the United States has built up through its support of the program. 
In accord with these objectives, the United States percentage was gradually 
reduced over the 18-month period from July 1, 1954, to June 30, 1955, from 70 
percent to 60 percent of the central account. The proposal before you calls for 

continuation of the 60 percent ratio through the remainder of calendar year 
1955, and a further reduction to 57.5 percent in calendar year 1956. It is believed 
that such a reduction is sound and that it will not have an adverse effect on the 
UNICEF program. It does not in any sense represent a declining interest in the 
rogram on the part of the executive branch. 

The United States has always contributed generously to the Children’s Fund. 
In the 8 years of the fund’s existence this Government has contributed a total 
of $105,531,000. Other governments have responded very well to the fine example 
~et by the United States. In 1954, a total of 60 governments other than the 
(nited States pledged or contributed to the central account of UNICEF, as com- 
pared to 53 in 1958, and 39 in 1952 and 84 in 1951.) The amount of contributions 
from other governments has increased from $4.6 million in 1958 to $5.3 million 
n 1954—-an increase of over 15 percent. Indications are that there will be a 
further increase in 1955. As of June 1, for example, 44 other governments, in- 
luding 6 which had not previously contributed to the Children’s Fund, had 
pledged a total of $4.47 million, or an increase of 7.7 percent over the combined 
ledges of these governments for 1954. A number of governinents have still to 
nike their pledges for 1955. 

Of even more importance than their contributions to the central account are 
he increasingly large sums which the governments receiving assistance are 
ontributing to UNICEF-aided projects in local currencies and in such other 
form as local personnel, services, transportation, and locally available supplies, 
equipment, and facilities. Of the total contributions that go into UNICEF- 
aided programs, only about one-third are provided through the central account. 
(hese local contributions comprise the remaining two-thirds. In 1954, for 
example, the recipient governments contributed $32.5 million in local contribu- 
ions. Since other governments than the United States also contributed $5.3 
million to the central account, the resultant proportion of the United States 
contribution to total government contributions to UNICEF from all sources is 
only 18 percent. 

It should be emphasized that in no sense is UNICEF a giveaway program. 
On the contrary, it is a self-help program. A project assisted by UNICEF is a 
cooperative venture in which funds contributed by UNICEF are matched in 
local resources by the assisted governments. There are good reasons for this 
emphasis on self-help. The countries respond more favorably and better and 
inore lasting results are achieved when things are done with them and not 
merely for them. Furthermore, this cooperative approach emphasized by 
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UNICEF has awakened in the peoples receiving help a sense of pride and in 
portance which has motivated them to action well beyond that which could hy 
accomplished through governmental action alone. 

Secondly, UNICEF could not do everything even if it set out to do so. The 
resources available for international assistance are far too inadequate to mes 
the immense needs in the field of child health and welfare throughout the world 
UNICEE’s role is not to assume responsibility itself for instituting and con 
dneting child health and welfare programs, but to eneourage and 


assist ind 
vidual governments in developing 


their own projects and expanding their ow: 
efforts in this field. Again, children’s needs are so great that UNICEF neces 
sarily restricts its activities to a limited number of these needs. UNICEF co: 
centrates on problems toward the ultimate solution of which the government 
themselves can contribute most effectively from their own resources, 


especiall 
in workers, where international 


can initiate the greatest improvemer 
These areas are principally (1) basic maternal and child-health 


+ | 
aia 


training 
‘Ss, Including the establishment of rural health centers and clinies ane 
ing of nurses and midwives: (2) mass health campaigns against 


Ss, tuberenlosis, trachoma, 


ppling and killing diseases as malaria, vaw 


and (5) activities to improve nutrition, including long 
programs and the inereased production and use of milk 


of these UNICEF programs have heen experienced py 
‘s even in the remotest villages. The productive energy of 
] b ve } hy hun er, poverty, and dise ise } 

neled to constructive uses 
In 1954 programs aided by UNTCEF reached 
dren nd mothers | 


ns heen released and 


more countries and more 
s than in any previous vear. During the vear UNTCEF assiste 
MW programs in SS countries and territories, as 


compared to 200 programs 
TS countries and te rritories in 1958. 


More thon 28 million children and mother 
henefited from the mass health and lone-ra . 


ve feeding programs in 1954, a 
addition many more ildren and 
and pregnant mothers received benefits from the material and child 
nters aided by UNICEF. Aid has now been approved for over 7,000 
mainly in rural areas. The centers are on a very modest, and often 

ve. basis: hut to peonles who have hig © health piri le YY facilities what 
soever, they represent great hone f 


infant mortality and disease. 


« 


compared to 21 million in 1953 In 


nursi} 


elfare 


or 


These figures are impressive: vet. like nll statistics, thev are cold. They enr 
0 portray fhe warmth and hope and vigor that UNICEF has kindle 
among the needy ars disense stricken children of the world 
The main emph«'s. then, of the UNICEF program is ft 
veloped countries in the development of their own permanent 
at solving problems of maternal and child health that ] 
’ their children UNICEF al limited amar 


ie emergency A sistance f y the Vvietime « f » 
dronghts, and famines where the welfare of. the 


seriously affected. Sie h nid is in the form of food, 


1954 


not hes in tT 


nnderde 


Wve 
entastropnhe 


clothing, 
ergenc\ assistance constituted approximat 


vty eg ’ ’ ft f 


ram assistance. This is in contrast to the 76 percent expen 
reney aid in the early vears of the fund 
Some preliminary estimates as to the types of pr 
out in the period ahead have been 


ts that will he carri 


roy "1 
li 


received. They are based on initial dis 
cussions by the UNICEF regional staff with the various countries concerned 
Some projects would be entirely new; others would be extensions of existing 
programs. These preliminary requests—more than 150 in number 


have been 
made by over 70 countries 


They cannot be developed into final firm requests 
itil the UNICEF administration knows, at least approximately, how muc! 
ean count on in the central account for the remainder of 1955 and for 1056 
The greatest interest among the beneficiary countries still lies in extending 
maternal and child-welfare centers, since some 40 project requests fall unde 
this heading. Malaria control comes next with 297 requests Long-range fees 
ing programs, including school and preschoo! children, : third with 24 1 
quests. In addition, tuberenlosis prevention. vaws control. trachoma, and le 
rosy treatment programs and milk-drving and pasteurizing programs remai 
popular, each accounting for a number of proposals. 

Altogether it is estimated that these projects would cost in the neighborhood 
of $15 million. In addition, allowance must be made for some emergency alloea 
tions as in the past, thongh probably not in excess of 15 percent of the total 
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d for administrative and operational costs. It is hoped that allocations at 
ast in the amount of $18 million can be realized. To reach this figure it is 
estimated that the United States contribution should be in the 
nted to you in this justification. 
The needs of children remain largely unmet in many areas of the world. Yet 
h year, through the inspiration and material assistance furnished by UNICEF, 
ith the enthusiastic support and cooperation of the countries concerned, in- 
eusing inroads are being made on unhealthful and unsanitary conditions, and 
sease and malnutrition, though still abundant, are in slow but full retreat. 
Millions of children, as a result, will be able to live a better and more produc 
» life, and the foundations of international peace and understanding for the 
ture will be immeasurably strengthened. 
it is earnestly urged, therefore, that the Congress approve this 
5 million for contribution to the very worthwhile program of 
ions Children’s Fund. 
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INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION 


Mr. Pauw. The authorizing bill contained an amount of $12.5 million 
for the Intergovernmental Committee for European Migration. 

The House appropriation bill contains only $10 million for that 
item, which is a reduction of $2.5 million. 

Chairman Haypen. Mr. Scott McLeod testified on that, did he not? 

Mr. Pau. Yes, sir. 

(The following statement was submitted :) 


STATEMENT CONCERNING THE INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN 
MIGRATION 


The purpose of the Intergovernmental Committee for European Migration is to 
increase the movement out of the overpopulated countries of Europe of migrants 
and refugees who are unlikely to be absorbed by the economies of those countries, 
By supplying ocean transport and technical services the committee assists addi- 
tional thousands to migrate who would not otherwise do so. Because of the lack 
of capital to provide employment or of land available for cultivation, Austria, 

rermany, Italy, Greece, and the Netherlands face the need of securing the emi- 
gration of some 3.5 million people in the next 5 to 10 years to Australia, Canada, 
New Zealand, the United States, and the Latin American countries. Italy faces 
the need for securing the emigration of 300,000 persons annually, the Netherlands 
60,000, Greece 30,000, Austria 20,000 (mostly refugees), and Germany, in spite 
of a high level of employment, is unable to provide land for some 60,000 peasant 
families comprising over 250,000 individuals. Some 175,000 migrants are cur- 
rently moving out of Europe annually without international assistance either at 
their own expense or as a result of subsidies in transportation supplied directly 
by their own governments. 

The Intergovernmental Committee for European Migration was organized in 
151 on United States initiative in response to a number of reports and legislative 
actions by the Congress. The committee has 26 member governments. Com- 
munist and Communist-controlled governments are excluded from membership 
by the constitution. Section 101 (a) (2) of the Mutual Security Act of 1951 
provided the basis for United States participation in the committee in calendar 
vear 1952, and section 534 of the act as amended, the authorization for participa- 
tion in 1953 and 1954. Section 405 (a) of the Mutual Security Act of 1954 
authorized continuing United States participation. Organized initially on a 
provisional basis the Migration Committee is now functioning under a constitu- 
tion which gives it more formal status and stability, and an anticipated life span 
of 3 to 5 years. The constittuion has been accepted by 20 of the 26 member 
governments, including the United States. 

The Migration Committee moved 77,664 migrants in 1952, 87,527 in 1958, and 
121,222 in 1954. Inelnded in the total of 286,413 migrants moved over the 3-year 
period were some 110,000 refugees. The persons moved by the Committee 
would not otherwise have been moved. They were added to the flow of 175,000 
migrants who move out of Europe annually without international assistance. 

To increase the volume of movement the Committee has acted to improve 
governmental procedures in the preselection, selection and processing of mi- 
grants in the emigration countries and in their reception and placement in the 
immigration countries. At the request of member governments the Committee 
has furnished skilled technicians to increase the effectiveness of the public 
administrations of emigration and immigration countries. Other services such 
as vocational and language training and the dissemination of information about 
opportunities for emigrants have been provided cooperatively with the emigra- 
tion and immigration countries. All of these services applied at both ends of 
movement have served not only to increase the flow of migrants but substantially 
to improve the quality of immigrants selected and to reduce waste, expenditure, 
and confusion in the migration process. Approximately one-third of the mi- 
grants moved in 1954 have consisted of the wives and children of migrants who 
proceeded overseas earlier without their families, 

The voluntary agencies have played an important role in assisting the Migra- 
tion Committee to expand the flow of movement. They have developed new 
opportunities for immigrants in the receiving countries, secured employers and 
sponsors for migrants, and, assisted by the Committee, have operated revolving 
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funds which make it possible for the migrants to contribute both in advance of 
novement and after arrival to the cost of their own movement. Substantial 
progress has been made in placing a larger proportion of the total movement on 
a self-payment basis. Approximately 40 percent of the migrants moved now 
pay all or a substantial part of the costs of their transportation. 

The Committee is planning to move 142,165 migrants in 1955. Most of this 
movement will be to Australia and to Latin America, but the total includes an 
estimate of 34,580 refugees who are expected to receive visas under the Refugee 
Relief Act of 1953 to be moved to the United States. This latter estimate is of 
those who will require assistance in transportation to the United States, who 
constitute only a part of the total numbers who will receive visas under the act 
during Calendar year 1955. 

The Congress in appropriating funds for the United States contribution to 
the Committee for calendar year 1955 required that all migrants moved to the 
Western Hemisphere at the expense of United States contributed funds should 
have a security clearance based on reasonable standards established by the Com- 
mittee. This condition of contribution was readily accepted by the concerned 
member governments, and procedures are now in effect by the Committee to 
insure that no migrant is moved to the Western Hemisphere without a security 
clearance. The operation of these procedures is under constant observation 
hy the Department of State. 

The estimate for movement in calendar year 1956 is 174,350 including 63,000 
io the United States under the Refugee Relief Act of 1953 who will require 
assistance in transportation. The estimated budget of the Migration Committee 
for 1956 is $54,736,618, of which $2,545,507 is for administrative expenditure 
and $52,191,111 is for operational expenditure. Contributions to the administra- 
tive expenditure are obligatory upon member governments in accordance with 
a fixed percentage scale. The United States share is 31.32 percent, $790,989. 
Contributions to the operational expenditure are voluntary and consist of con- 
tributions of free funds for movement and of reimbursements by governments 
for specific movements undertaken at their direction. The proposed United 
States contribution to operational expenditure for 1956 is $11,709,011. This 
contribution to the operational expenditure assists the Committee to meet the 
deficits arising from partial! reimbursements by governments for the costs of 
movement. The emigration countries in Europe reimburse the Committee at 
varying rates from $30 to $192 for the movement of an individual migrant from 
their territories. The immigration countries also reimburse the Migration 
Committee in different amounts from $20 to $75 per migrant received. Canada 
reimburses the Committee for the full cost of all movement to Canada under 
official schemes. 

The proposed total United States contribution requested, $790,989 to admin- 
istrative expenditure and $11,709,011 to operational expenditure, is $12,500,000 
for calendar year 1956. This represents an increase of 19 percent in dollars 
over 1955 appropriation compared with the increase of 22.6 percent in movement 
(142,165 in 1955 and 174.350 in 1956). The appropriation for 1955, $10,500,000, 
has been fully obligated and will be completely expended in calendar year 1955, 
The funds appropriated in the present legislation will be the only funds avail- 
able for contribution to the Migration Committee during calendar year 1956, 
and the full amount requested, $12,500,000, is required in the United States in- 
terest to increase the movement of migrants and refugees out of the overpopu- 
lated countries of Europe. 

The following charts supply information concerning the origins and destina- 
tions of migrants moved for the years 1952-56 and the contributions of the 
member governments to the Migration Committee for the years 1954, 1955, and 
1956. 
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Estimated contributions—1955 


Percentage 
scale of con- 


Credits 
Cash con- allowed for 
tributions to admin- tributions | processing Total co: 
to admin- istrative to opera- | and recep- _ tributio 
istrative expenses tions tion expend- 
expenses { , . itures 


Cash con- 
tributions 
Member governments and other sources 


United States r 31. 32 $634, 525 | $9,865, 475 500, 00 
Argentina 4. 46 90, 357 620, 920 $346, , 057, 977 
Australia 6, 29 127, 431 2, 780, 147 983, 3, 891, 17s 
Austria . 42 28, 768 473, 400 1,013, , O15, 268 
Belgium 2.63 53, 282 80, 000 33, 282 
Brazil . 46 90, 3: 243, 600 243, , OOF 
Canada 51 72, ; 48, 000 238, 9. 108 
Chile 02 20, 665 2, 480 24, 945 
Colombia . 02 20, 665 20, 000 9, 665 
Costa Rica 13 2, 63% 4,950 2, 9, ONS 
Denmark 16 23, 5 30, 000 53. 50 
France 8. 51 72, ¢ 2, 408 
Germany 51 72, ¢ 2, 128, 500 ¢. a , 327, 108 
Greece 42 28, 76 190, 226 miye 195, 869 
Israel . 51 10, 33% 50, 000 20, 6 93. 
Italy .f 72, 3, 919, 200 

Luxembourg sa 4, 25 

Netherlands 2. i 53, 28: 1, 822, 331 

Norway . 14, 586 13, 993 
Paraguay 4 8, ! 

Sweden 2. 6 53, 285 22, 400 
Switzerland 4 4(), 93, 458 
Uruguay f 10, 33: 

Venezuela 02 20, 665 


Administrative contributions... OO 2, 025, § | 
New Zealand 02 20, 665 56, 000 
Rhodesia and Nyasaland : 51 | 10, 33: 18, 200 
Escapee program | , 1, 164, 600 
Contributions from migrants ; : : : 3, 384, 004 
Reimbursements by voluntary agencies | | 2, 706, 524 
Near East and Far East Fund . Bac : | 820, 582 
Trieste Fund 403, 298 
Miscellaneous income : , ete Oe 20, 000 | 100, 000 
Carryover from 1954 saccchcalactstalibants i 523,640 | 2, 673, 648 
Additional contributions required __- ; s Ja ae 2, 868, 257 


207 ani 


Total _....--.-] 2,600, 580 | 36,604,193 | 9,021,275 | 48, 
| 
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Estimated contributions—1956 


Credits 
Cash con- | allowed for 
tributions | {4 admin. | ttibutions | processing | Cash con- 
toadmin- | ‘jt, ive to opera- | andrecep- tributions 
istrative : tions tion expend- 
. expenses ae 
expenses itures 


Percentage 


Cash con- 
scale of con- C2Sh con 


tributions 
\lember governments and other sources 


United States 31. 32 $790, 989 $11. 709, O11 

Argentina. . 4. 46 2, 637 767, 120 $398, 000 

Australia-_- -- 6. 29 58, 85 2, 886, 787 3, 000 

Austria 42 35, 862 , 500 904, 750 

Belgium. 2.6 , 42 , 000 

Brazil. - dies 2, 637 5, OOO , 000 
nada-__. | 214, 92 , 000 0, 000 
hile. ; 25, 76 53, 000 58, 000 
lom bia_. . 0! 25, 76 , 000 , 900 
sta Rica ou 3,2 , 500 5, 000 

Denmark j 29, 30, 000 

France 5 7 "92 , 000 

Germany 5 214, 92 +535, 000 
reece : 35, 862 5, 833 

Israel : 5 - 97) 750 

Italy : 5 214, 92 3, 576, 562 

Luxembourg. -.....--- aa 5, 305 2, 500 
therlands. -- ss 2. 6: 6, 42 , 375, 079 

Norway... : .72 | 183 20, 000 

Paraquay — 4 

Sweden ; s 2. 6: , 42 50, 000 

Switzerk - ¢ 50, 005 93, 000 

y Sa 5 19, 000 § 

Venezuela..........-.. : . 02 25, 7 244, 500 227, 000 


Administrative contributions . 

este es ; 250, 350 
escapee program : 4 2, 042, 875 2, 042, 875 
mtributions from migrants..........----|......_- os , 239, 800 , 239, £00 
Reimbursement from voluntary agencies -| a , 2, 998, 380 7 2 998, 380 
Near East and Far East Fund | so ab : 274, 325 |-- 274, 325 
Trieste i) ——— : eis a , ; c aa 
\liscellaneous income : 20, 000 | 5, 000 ; 95, 000 
wryover from 1955__.- atau | =< 
Additional contributions required_. ST id ees aes | 3, 224, 072 3, 224, 072 





kisi tal nett hailey isetinc ccna sacha eames 2, 545, 507 | 41,508, 944 | 10,682,167 | 54, 736,618 
| 


UNITED NATIONS REFUGEE FUND 


Mr. Pau. The next item is an authorization approved of $1.4 mil- 
ion for the United Nations Refugee Fund. This was cut in the rig 
ition by $400,000. We are seeking a restoration of that amount, 

This particular fund is a new ‘volunti ary effort designed to ia 
vithin 4 years the period of international assistance to World War II 
refugees. 

This covers refugees who are not eligible for assistance under the 
escapee program. ‘This is largely a problem of integrating refugees 
hn countries of asylum where they are now located. 

This is a 4-year program. The United States contribution is not 
to exceed one-third of the total contributions and the total amount 
‘f $1.4 million will enable us to contribute the cost to the entire first 
year's operation. It is a total 4-year program. 

Senator ELLENDER. How much would be spent in this 4-year period ¢ 

Mr. Paun. The program calls for the expenditure of $16 million 
ver 4+ years, of which it is proposed that the United States contribute 
one-third, or about $5.3 million. 

Senator ELLENpeR. Altogether ? 

Mr. Pact. Yes, sir; by the United States. 

Senator ELLENDER. How did that program come about? How did 
ve get into it? Do you know that ? 
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We seem to join all of them and we usually seem to put up a good 
deal more money than those who advocate them. 

Senator Dirksen. These are the hard-core cases. 

Mr. Paun. That is right. These are the ones who have been in 
refugee camps probably longer than any others. 


PREPARED STATEMENT 


If T may, Mr. Cliairman, I would like to submit a statement on this 
program. 

Chairman IlAypen. All right. 

(The statement referred to follows :) 


STATEMENT IN SUPPORT OF REQUEST FOR APPROPRIATION OF $1.4 MILLION FOR FISCAI 
YEAR 1956 as PROPOSED UNITED STATES CONTRIBUTION TO THE UNITED NATIONS 
REFUGEE FUND FOR CAENDAR YEAR 1955—UNITED NATIONS REFUGEE FuNpD 


The administration requests an appropriation of $1.4 million for fiscal year 
1956 for this fund. This amount, which represents about one-third of the target 
total of Government contributions for the calendar year 1955 program, was 
authorized in section 405 (¢) of the Mutual Security Act of 1955. 

The House of Representatives has provided only for an appropriation of $1 
million, or S400,000 less than the amount requested and authorized. It. is 
strongly urged that this Committee restore the full amount authorized in order 
that the success of this humanitarian endeavor will not be jeopardized at its 
very start. 

This new fund to which contributions are voluntary is designed as a deter 
mined effort to bring to a close within the next 4 vears the period of internation: 
assistance to certain groups of refugees who reinain unassimilated. There ai 
approximately 300,000 refugees who have not vet been absorbed into the economic 
of their countries of residence—principally, Germany, Austria, Greece, and 
Italy. 

This program ts aimed primarily at integrating the refugees into the economie 
of the countries where they now live. It is described as a “permanent solutions’ 
program because it is planned to enable those to be assisted to become seli 
respecting, self-supporting and productive members in their communities. 
addition it will provide placement in institutions for those too old, too siek, and 
too disabled to support themselves. Finally it will provide limited emergency 
assistance for refugees mostly in the Middle East and China, who, without such 
aid, face the prospect of starvation or death by disease. 

low will this be done? Among other things, the program will provide credit 
for small loans to establish refugees as tradesmen and skilled craftsmen, louns to 
provide for agricultural resettlement and to provide housing in places wher 
employment is available, vocational training to enable refugees to develop re 
quired skills, assistance in finding employment opportunities and in arranging, 
Where possible, for emigration, 

What assurances are there that this type of program will be effective? It is 
fortunate that, under a grant of $3.1 million from the Ford Foundation for 
similar purposes, projects of this type were shown to be completely feasible and 
practical. 

Who will carry out the program? Most of the actual operation of the program 
will be carried out by voluntary agencies such as the National Catholic Welfare 
Conference, the World Council of Churches, the Lutheran World Federation, 
the American Joint Distribution Committee, the American Friends Service Com 
mittee, and the World Alliance of YM—-YWCA. These agencies and others like 
them are well established organizations which have demonstrated their speeci:! 
competency to carry out such work effectively. This was recently demonstrated 
by the way they carried out projects financed by the Ford Foundation. They 
spend their own limited funds on such projects. The United Nations High Com 
missioner for Refugees will administer the program under the close policy dire 
tion of an executive committee of which the United States is a member. The 
20 members of the executive committee are all governments which abhor the 
tvranny of communism. Neither the U.S. S. R. nor any other Communist country 
is on the committee. They cannot be members of the committee because the 
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established criterion for membership is “a demonstrated interest in and devotion 
the solution of the refugee problem.” 

low long will the program last’ The General Assembly has authorized it for 
period of 4 years, by which time it is contemplated that inte: national assistance 
1 these refugees will have been concluded. The General Assembly resolution 
ovides that the governments on Whose territories projects are undertaken 
vive assurances that they will assume full financial responsibility should any 
f the refugees within the scope of the program still require assistance at the 

end of the stipulated period.” 

What will it cost? The 4-year program will cost $16 million of UNREF funds 
hich will supplement local contributions. It is estimated that $4.2 million will 
e required for the first year of operations and the Congress is being requested 

to appropriate for the first year one-third of this amount, namely $1.4 million. 
\pproximately $3.2 million would be used for permanent solutions and $1 million 
or emergency assistance including the difficult cases requiring institutional 
acement. Contributions by governments are voluntary. 

In this connection it should also be noted that the General Assembly resolutions 
rovide that project plans developed should inclute adequate financial or other 
utributions from sources within the countries of residence. Approximately 

cent of the total cost of the projects for permanent solutions proposed for 
first year will be provided from the l nited Nations Refugee Fund. 

In view of the nature of the remaining refugee problem, the issues it presents 

United States and other friendly countries, it is pertinent to indicate 
reasons the United States should support this program. 

First. the United States in countering the spread of communism cannot let 
he said that the free countries of the world are unwilling to provide adequate 
sistance to persons who, at the risk of their lives, have escaped from com 
unism. 

These refugees have fled their countries of birth and refuse to return because 
f fear of political or religious persecution. They have sought refuge in the free 

world. The United States cannot afford to have refugees returning to Com 
munist countries, because, in view of their experience as refugees, they come 
, believe the conditions of living behind the Iron Curtain are better than in the 
ee world. A freedom which is only freedom to exist in misery in a refugee 
wp is not the kind of freedom which the refugees seek or for which we stand. 
Secondly, most of these refugees are now in countries closely linked in inter- 
ests to the United States—Germany, Austria, Italy, and Greece. This constitutes 
an unusual economic burden on these countries. It is in the interest of the 
United States to help these friendly governments solve a problem for which they 
have to assume primary responsibility because of the accident of their present 
veographic location, Despite their own commendable etforts they need external 
help. We believe they should receive this supplemental assistance to reduce the 
irain which the refugee problem makes on their economic and political strength. 
thirdly, the American people and the United States Government have never 
en. and never will be, indifferent to human suffering. The strength of the 
nited States lies in the practice of its moral principles—77.000 of the neonle 
1 whom permanent solutions are being sought are living in camps, poorly fed 
nd badly housed, and worse with no opportunity to improve their lot. Many 
have been there since the end of World War II, 10 years of hopeless existence. 
This situation remains a blot on our Western civilization. 
United States support is necessary to make this program a success. 
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Number and distribution of refugees and estimated beneficiaries of UNREF program 


1, NUMBER AND DISTRIBUTION OF REFUGEES 


Estimated 
Total Number in number of 
refugees official | unplaced 
re camps | difficult 
cases 


Austria eivabinen ‘ 109, 000 tion 
Germany ; : 99, 000 ea oa 
Greece __ 8, 000 2, 5 72 | 
Italy 000 j 

Egypt 000 5 a pr 
Iran. ‘ 000 5 ae 
Lebanon, Syria, and Jordon 000 65 Isa 
Turkey 000 s | 75 cH | 
China 000 i | ‘ 
France___- , 000 | 

Other Europe , 000 


t 


sownnwowns 


-—- ae 


nh 


Total - 317, 000 76, 800 | 
| 


2. TARGET BENEFICIARIES IST YEAR OF PROGRAM (1955) 


Permanent solutions_- 
Difficult cases 
Emergency aid_.- 
Total. 
In addition: 
Emigration. _- 
Spontaneous assimilation - _- 


Total_. 
3. ESTIMATED RESULTS OF 4-YEAR PROGRAM 


Permanent solutions... , , 5 araigiateaie . . 110, 000 
Difficult cases = ; s eihces ; 5 - 6,000 
Emigration : 80, 000 
Spontaneous assimilation - -- ‘ : ; beces z pina 95, 000 
France... Sis tecats Walaa : 4 baci ‘ _... 40,000 
Germany and Austria. ---_- ‘ > : ..---.- 40,000 
Other Europe-_-- : eas sa ; : : caine acs) 


Total. a en Sal seaslics sei ate ae 
Near East and China 2 ane : le Ae ne aoe . ; 26, 000 


PUB ciA Succaied ded ok aacdineeuahadidedpenen deal $a 317, 000 
1 An estimated additional 30,000 are living in unofficial camps and barracks in Austria. 
2’'The current program provides only for placement of difficult cases and emergency assistance in thi 
Near East and China. It does not provide for a permanent-solutions program in these areas. Therefore, 
no estimate of the effect of the 4-year program, other than placement of difficult cases, can be made at this 
time. 
and 


PALESTINE REFUGEE PROGRAM Iw 
rem 
Chairman Haypen. What is your next item ? pro, 
Mr. Pavun. The next is an item which you may feel Governor Stas- first 
sen covered adequ: itely, which is a reduction in the Palestine refugee C 
program of $5 million. ( 
Senator ELLenper. Would you discuss for us, if you can, the item 7 
wherein we are going to contribute 65 or 75 percent of the cost of Hon 
erecting fac ilities to house and employ these people ? Age 
What did the House do to that item? Het 
Mr. Pavux. The House did not cut any specific item out of the pro- eH 
gram. They simply cut it by $5 million without indicating where it the 
was to be applied. tren 
Senator ELienper. This is my recollection and I want to be cor- a SD 
rected if I am not stating the facts properly, but, as I understand it. ua 
the cost of building this new facility to take care of refugees is about asid 
$77 million. 
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Mr. Paut. May I explain that, please? It is not a new refugee 

amp. We are trying to get the refugees out of the camps. 

The $16.5 million of the total we request for the Palestine refugee 
fund is to meet the relief needs. This is simply to keep them alive 
at their minimum 1,600 calorie per day level. This part is fixed. 

In other words, if we had to absorb a cut in this program, this is 
one item that could not be changed. ‘The entire remainder is for re- 
settlement projects. They do not in any case involve the construc- 
tion of refugee camps anywhere. 

The project which Governor Stassen re ‘fe rred to the other day was 
a project of some 526 million in the Sinai Peninsula in Egypt, which 
isa resettlement project for opening up lands on which these refugees 
can settle and become productive. 

Senator ELxenper. Is that the program to which we are contribut- 
ing 75 percent of the cost ? 

Mr. Paun. It is between 70 and 75 percent. It is not as high as 75 
percent, however. 

REHABILITATION 


Senator EiLuenper. I was in error as to the purpose. It is not to 
build a refugee camp but it is for the purpose of rehabilitation / 

Mr. Pau. It is to resettle and rehabilitate. 

Senator ELLeNpreR. Who is going to put up the rest of the money 4 

Mr. Pau. It comes from the me smbers of the U nited Nations Relief 
Works Agency which includes France, the United Kingdom, and 
sO ON. 

I did not have a complete list, but I would be glad to get it for you. 

Senator ELLenper. We are putting up between 70 and 75 percent, 
and the others are putting up the rest ¢ 

Mr. Paut. That is right. 

Senator Dirksen. I thought this was a $200 million program. 

Mr. Paun. The original authorization was $200 million. 

Senator ELLENDER. Our contribution was to be, as I remember it, 
hetween $150 million and $160 million. 

Mr. Paun. The initial authorization for the U. N. program was 
$200 million. Those funds were appropriated over a see riod of years, 
and the funds being requested this year provide for completing—and 
I would like to have permission to check the accuracy of this—the 
remainder of the United States contribution to the $200 million 
program and also to provide for continuing the program beyond the 
first period to be covered by the $200 million. 

Chairman Haypen. You can put that in the record. 

(The information referred to follows:) 

The General Assembly of the United Nations voted in January 1952 (Resolu- 
tion 5183 (VI)) a 3-year program for the United Nations Relief and Works 
Agency (UNRWA) estimated to cost $250 million, divided $50 million for re- 
lief and $200 million for rehabilitation projects. However, as Acting Secre- 
tary of State Walter Bedell Smith testified before the Senate’s Foreign Rela- 
tions Committee on May 20, 1953, it soon became apparent that the goals of 
the program could not be achieved within the time proposed. Because of the 
tremendous problems faced, it has proved to be impossible to settle more than 
a small number of the refugees. 

As of March 31, 1955, the most recent quarter for which complete figures are 
available, $17,800,000 had been actually expended and some $30 million set 
aside for projects under negotiation, against the $200 million U. N. target for 
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rehabilitation. Meanwhile, because of the delays in permanent resettlement. 
UNRWA had found it necessary to spend $89,100,000 for relief. As of the same 
date, the United States had contributed $382 million and $57 million toward the 
rehabilitation and relief budgets, respectively. 

The United States has kept its contributions within 70 percent of total con- 
tributions to UNRWA, the remainder having been contributed by the United 
Kingdom, France, and some 40 other nations. 


STATEMENT BY Mr. STASSEN ON ExecuTIVE BRANCH REQUEST FOR FUNDS For 
PALESTINE REFUGEES 


The relationship of the Palestine refugee problem to tension in the Near 
East has been brought into sharp focus during the past few months. The tragic 
events along the Gaza strip, where the degree of refugee concentration is the 
greatest, underscore the need for a settlement of this tremendously difficult 
problem. 

To reduce the funds requested for the refugees would risk limiting our ef- 
fectiveness in dealing with a problem which deserves our concern not only on 
grounds of common humanity but because it threatens the stability of a strate- 
gic part of the world. 

The physical environment in which we must work has long hindered progress 
in dealing with this unhappy situation. The large-scale reclamation and irri 
gation projects which constitute our only hope for rehabilitating these homeless 
people require long years of detailed planning. 

The background of the hostilities in Palestine has also hindered progress 
Meanwhile, the refugee population has been growing at the rate of 25,000 an 
nually. 

Despite these problems, it has been possible to complete at last the blue 
prints necessary to develop the limited water and arable land resources of 
the area. The Jordan Valley program can provide for the perennial irriga 
tion of 30,000 or more acres in Syria and Lebanon, and 125,000 acres in Jor- 
dan. New means of livelihood can be created for nearly 200,000 persons, in 
cluding both farming population and those obtaining secondary employment 
In the Sinai project. the detailed plans of which are now receiving final re 
view, nearly 70,000 refugees can find a livelihood. 

To reduce the $65 million request for the Palestine refugees by $5 million 
will affect most strongly that portion of the total planned expenditure which 
is aimed toward the settlement of the problem rather than the maintenance 
of relief. The budget of the United Nations Relief and Works Agency 
(UNRWA) already allows less than $30 per refugee per year for food, shel- 
ter, and medical attention. Any cut in expenditures must, therefore, come 
from the resettlement projects designed to help the refugees pay their own 
way. 

After long years of frustration, it is now possible to make tangible prog- 
ress—to enter a period of constructive activity in which the refugees can 
obtain important and permanent benefits. I trust that the full $65 million 
will be appropriated, rather than risk delaying the provision of homes and 
jobs to these unhappy people, and postponing that much further the eventual 


termination of relief 


NATO CIVILIAN HEADQUARTERS CONTRIBUTION 


Chairman Haypen. All right, what is the next item ? 

Mr. Pav. There is an item in the bill which has been approved by 
the authorizing legislation and also by the House appropriations on 
the NATO civilian headquarters contribution. 

The amount which is being requested is $3.7 million. 

Senator ELtenper. What is that? 

Mr. Pauw. These are the civilian headquarters of the NATO treaty 
organization in Paris. They are now housed in the Palais de Chail- 
lot, which is a temporary building set up for an exhibition hall, which 
you probably visited, Senator. 

It has now been condemned and declared unsafe for further use. 
is a condemned building and they are lacking a permanent head- 
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quarters, and a part of the funds we are requesting this year ave ror 
the purpose of starting the construction of this. | 

Senator ELLenper. Are all of the NATO countries involved in 
this! 

Mr. Paun. Yes, sir; and they are all contributing to that. 

Senator ELLeNpER. What percentage are we contributing to that 
fund 4 

Mr. Pavun. Of the total NATO civilian expenditure, we pay 22.5 
ercent of the operating costs and 45 percent of the capital expenses. 
The United States, United Kingdom, and France pay equal shares of 
the regular operating costs. 

Senator ELLeNperR. | think it is criminal. 

(The following statement was submitted :) 


NortH ATLANTIC TREATY ORGANIZALION (CIVILIAN Hi ApQuUARTERS ) 


GENERAL NARRATIVE STATEMENT 


Organization of NATO 

The North Atlantic Treaty Organization is headed by the North Atlantic 
Council on which each member government is represented by its Ministers oi 
Foreign Affairs, Defense, and Finance, and by its permanent representative in 
Paris. The Council and its committees are served by an international staff which 
comprises the civilian headquarters of the Organization. The international staff 
ix organized into three principal operating units (Political Affairs, Economics 
and Finance, Production and Logistics) together with administrative and staff 
sections. The Secretary General and his immediate staff direct and coordinate 
the work of the international staf; facilitate the work of the Council and initiate 
action to carry out Council decisions ; maintain liaison with national delegations 
to NATO; and control all expenditures of the Organization. 

The Division of Political Affairs provides analysis of an intelligence nature 
affecting NATO and assists the work of Council Committees in the field of civil 
cooperation, The Divisions of Economics and Finance heads up the annual 
review of the economic capabilities of the NATO nations to meet the military 
requirements of the Common defense; developing recommendations for sharing 
the defense burden. This division also screens costs of defense programs and 
assists the committees on emergency planning in Commodity and transport fields. 
The Division of Production and Logistics surveys defense production facilities, 
unalyzes deficiencies, and presents recommendations for coordinated production 
programs in Europe; reviews and inspects the progress of infrastructure projects ; 
and assists technical expert working groups in the examination of specific pro- 
duction problems. 

Development of NATO budget and scale of contribution 

The NATO budget is prepared by the Secretary General, reviewed by the 
Budget Committee on which all 14 member nations are represented, and approved 
by the North Atlantic Council. Each member nation is assessed according to an 
agreed scale of contributions. The United States, the United Kingdom, and 
France pay equal shares of the regular operating costs, but capital expenditures 
ure shared with greater recognition of capacity to pay. At present the United 
States pays 22.5 percent of operating costs and 45 percent of capital expenditures. 


Loan of United States nationals 

A NATO member government may arrange with the Secretary General for its 
Nationals who serve on the international staff to be paid directly by the govern- 
ment. This arrangement is necessary because NATO salaries are based on 
European scales and would not attract nationals of the United States and 
Canada. When the Secretary General desires the services of United States citi- 
zeus, he requests the United States Government to employ such personnel, pay 
them at United States rates, and detail them to NATO. The United States 
receives consequent credit on its contribution equivalent to the salaries and 
illowances which would have been paid such persons had they been hired 
directly by NATO. 
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Proposed United States contribution for fiscal year 1956 

The NATO civilian headquarters budget for ordinary expenses has becony 
relatively stable. The cost to the United States against the ordinary NATO 
budget for 1956, including the cost of United States nationals detailed to NATO 
is estimated to be $1,225,000 compared with $1,169,000 in fiscal year 1955. 

The Mutual Security Act of 1954 authorizes United States participation 
sharing the cost of construction of a permanent headquarters building for NATO 
NATO is now housed in a temporary structure originally built for the U. \ 
General Assembly session in Paris in 1951 on the understanding that it woul 
be dismantled upon completion of that session, The building has become stru 
turally unsafe, as well as not fully adequate for NATO's needs. Vlans for 
new building to be erected on a site made available gratis by the French Goy 
ernment have been completed. The cost of the building is currently estimated 
on the basis of the preliminary architectural plans, at about $6,200,000, The 
United States share under the capital cost scale is 45 percent, or about 
82,800,000. However, the application of certain credits which the United States 
had accrued with NATO, approximating $325,000 toward initial costs of th 
building in fiscal vear 1955, reduces the estimated further amount of the United 
States share to $2,475,000. This latter amount is included in the estimate for 
1956. 


OCEAN FREIGHT CHARGES 


Chairman Haypen. What is your next item / 

Mr. Pau. The remaining item on which the House reduced the 
request is the item of ocean-freight charges. This is broke n down into 
two categories. One is on the ‘voluntar y relief agencies’ item which 
was cut froma request of $2 million to $1.5 million. 

The reason given for the House cut was that the amount granted was 
the same amount we had last year. We believe that that is inadequate 
to meet our needs because the expected increase of $500,000 is princi- 
pally to take care of the expected increases in the shipment of supplies 
to South Vietnam, where the voluntary agencies have moved in on a 
very highly expanded program which, in part, helps to take care of the 
6 10,000 refugees, 

Also, the movement of these supphes is over a larger area. It has 
to move across the Pacific due to the change of the location where the 
funds are being used, which involves higher freight costs. 

We have calculated that as a practical matter, a $500,000 reduction, 
would mean that some $7 million of relief supplies, which the volun- 
tary agencies obtained as free gifts from the American people, could 
not be delivered. 

(The following statement was subsequently submitted :) 


OcEAN FREIGHT—VOLUNTARY RELIEF 


Set forth below is a general narrative statement describing the program for 
Which $2 million is requested. It should be noted that the relief supplies fur 
nished under this program are collected from private sources at no cost to the 
United States Government. Additionally, the Government outlay for ocean 
freight is multiplied 1514 times in terms of the value of the goods delivered to 
needy persons in friendly countries abroad. The House action would cut the 
amount requested to $1.5 million. The practical effect of this would be that 
some $7 million of needed relief supplies which American voluntary agencies are 
in a position to obtain as free gifts from the American public could not be de- 
livered. The House cut does not provide funds to meet the anticipated increase 
in relief shipments for the benefit of the large number of refugees in South 
Vietnam who have fled from the Communist regime in the North. The with 
drawal of this support might well be intepreted by these people as a lack of con 
cern on our part for their welfare—a situation which could lend itself to ex- 
ploitation by the Communist side. To avoid this possibility, it is strongly 
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ommended that the full amount of S2 million, which has been estimated 
necessary for this program, be appropriated. 


NONREGIONAL PROGRAM 


GENERAL NARRATIVE STATEMENT 


This appropriation of $2 million is being requested to continue the ocean-freight 
support on shipments of relief and rehabilitation supplies by approved American 
nonprofit voluntary agencies engaged in humanitarian activities abroad. Ap 
proved agencies are those registered with the Advisory Committee on Voluntary 
Foreign Aid and the American Red Cross. These private agencies draw their 
principal support from voluntary donations of the American people both in cash 
and in kind. It has been conservatively estimated that their combined con 
stituencies Comprise 75 percent of the American people. The program is typically 
\merican, representing, as it does, a material expression of good will by our citi 

us for their less fortunate friends abroad. 

During fiscal year 1955, supplies valued at $23,250,000 have been shipped and 
distributed at a cost to the Government of $1.5 million. It is readily seen, thers 
fore, that in terms of the value of the goods delivered, the cash outlay on the 
Goverhment’s side is multiplied 1544 times. These goods include specifically 
food, clothing, medical and hospital supplies, school supplies, handtools for 
trades and agriculture, and other self-help supplies. Much of these goods are 
ohated in kind without any cash contribution to cover delivery costs. Hence, 
the value to the agencies of ocean-freight support, without which the program 
could not go forward at its present level. The increase in the amount requested 
this vear as against last is principally to take care of substantially increased 
shipments of goods to South Vietnam. The voluntary agencies are gearing their 
programs to service the increased needs occasioned by the mass movement of 
refugees from North Vietnam. 

In each case, before expending funds appropriated for this purpose, a formal 
agreement is entered into between the United States Government and the re- 
ceiving government, which guarantees on the part of the latter duty-free entry of 
goods and the payment of inland transportation costs from port of entry to the 
ultimate point of distribution. The American agencies for their part bear the 
cost of solicitation, processing, warehousing, packaging for export, and trans 
portation to United States ports, plus the salaries and other administrative costs 
in maintaining field representatives in the countries of reception to supervise 
distribution. Thus, the program represents a three-way cooperative arrange- 
ment between the American voluntary agencies, the United States Government, 
and the foreign governments, with each contributing materially to its success. 
Under regulations which have been established for the program, all goods are 
adequately marked to identify their United States origin. These markings bear 
the FOA emblem and the wording “Gift of the American People—Ocean Freight 
Paid by the United States Government.” Additionally, each agency must main- 
tain in the recipient countries United States citizen representatives to supervise 
distribution and to insure that the supplies reach the persons for whom they are 
intended. 

These agencies are carrying on many other activities and services of interest 
to the United States in the field of technical cooperation, resettlement, and other 
services to refugees and escapees. During the past 2 fiscal years, they have also 
moved substantial quantities of agricultural surplus commodities with the help 
of funds appropriated by the Congress. A request for funds for this purpose for 
fiscal year 1956 is being presented as a separate item. 


NATO HEADQUARTERS CONTRIBUTION 


Senator ELLeNpER. Going back to this civilian headquarters of 
NATO, how did we get involved in that ? 

Mr. Paun. How did we get involved in that ? 

Senator EnLenper. Yes. Why have we been called upon to pay 45 
percent of the cost of capital improvements there, to maintain head- 
quarters for the countries that form NATO? 

Mr. Paun. It includes our own. You see, Senator, we share the 
operating costs on an equal basis with France and the United King- 
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dom. The capital expenditures—I can’t give you the details of hoy 
the negotiations started, but this was the amount arrived at by agree- 
ment with the NATO powers, of course, subject to the approval of 
Congress, because this building has not been constructed yet. Whether 
it is constructed on schedule depends entirely upon the funds being 
available. 

Senator EiLtenper. We are one of how many NATO participants! 

Mr. Pauw. 15. 

Mr. McNetrn. 15, counting the small ones like Iceland. 

Senator ELLeNpEeR. We are putting up 45 percent of the capital 
investment ¢ 

Mr. Paci. On this particular item. 

Senator EtLtenper. How about the upkeep and maintenance of this 
facility ? 

Mr. Pavui. The operating expenses, we put up 22.5 percent, as 
do Britain and France. 


OCEAN FREIGHT ON SURPLUS AGRICULTURAL COMMODITIES 


Chairman Haypen. What about surplus agricultural commodities / 

Mr. Pau. The amount requested and authorized was $13 million, 
which was cut in the House to a total of $10 million. There was no 
comment in the House committee report on the reduction, except to 
say that the $10 million which they authorized was an increase of $2.7 
million over funds for that purpose during 1955. 

We honestly believe that an error in caleulation has been made, and 
that this amount is not sufficient to cover the needs. The $10 million 
vhich the House voted actually is only enough to cover the estimated 


requirements for movements of commodities under title TIT of Public 
aa No. 480, through the voluntary agency. 

8.3 million was used for this purpose last year. Tlowever. an addi 
tional $11.3 million was required out of mutual security funds during 
the last vear to finance emergency requirements under title TT of 
Publie Law No. 480, 


EMERGENCY DEFENSE IN) DISASTERS 


You will recall that title IT is that part of the Agricultural Trade 
Development and. Assistance Act that contemplates emergency relief 
in disaster situations around the world. We cannot predict where or 
to what extent these disasters will occur during the coming year. 
All we know is that last year it cost us $11.3 million to finance the 
ocean freight for meeting the situations. 

There 1s no money appropriated under Public Law 480 to take care 
of these costs. We feel that $3 million is a ve ry conservative estimate, 
considering the normal batting average for disaster situations around 
the world. 

Senator Etnenper. What kind of disasters? Are those disasters 
resulting from earthquakes, storms, and so forth ? 

Mr. Pau. Earthquakes, storms, and those kinds of things. 

Senator ELLeENpER. Why does that item come in this bill for mutual 
security 4 

Mr. Pauw. Because, Senator, there are no funds available under 
Public Law 480. 
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(The following statement was later submitted :) 


OCEAN FREIGHT—SURPLUS COMMODITIES 


\n appropriation of $13 million is requested for ocean freight costs on surplus 
agricultural commodities shipped under titles II and III of the Agricultural 
trade Development and Assistance Act of 1954, Public Law 480, S3d Congress. 
The House action would provide $10 million, a cut of $83 million in the amount 
requested, The report of the House Appropriations Committee indicates that 
this would represent an increase of $2.7 million over funds used for the ship- 
ent of agricultural surplus commodities in fiscal year 1955. This conclusion 
wus apparently reached upon the basis of an incorrect understanding of the 
facts. The total amount of funds used for comparable purposes during the 
fiscal year just concluded was $19.6 million. Of this total 58.8 million was for 
payment of ocean freight on surplus foods shipped by American voluntary agen- 
cies under title LIT of Public Law 480 and $11.3 million for movements under title 
ll of the same act. It would appear that the House committee took into account 
only part of the program, for the $10 million recommended would in fact repre- 
sent a substantial decrease from last year’s performance. 
The request this year covers estimates for both parts of the program, i. e., 
movements under title II as well as title III of the act. 


PROGRAM UNDER TITLE I 


Title II of Public Law 480 provides for the disposal of $300 million worth 
of surplus agricultural commodities for a 3-year period (July 1, 1954, through 
June 80, 1957). It has been used primarily to assist people who, because of 
natural calamity, are unable to provide for themselves and to whom, for this 
reason, distribution will be made free of cost. There have been a few excep 
tions, however, where it was determined to be in the interest of foreign-policy 
objectives of the United States to transfer commodities which were to be sold 
to consumers, Also, assistance may be extended to school-lunch or other similar 
programs Where there is to be either free or subsidized distribution of food. 

Bread grain, coarse grain, fats and oils, rice, dairy products, cotton, and dried 
beans have been exported under title II. Countries which have received assist- 
vnce include: Austria, Germany, Czechoslovakia, Hungary, Yugoslavia, Italy, 
Libya, Nepal, Pakistan, Vietnam, Bolivia, Guatemala, Haiti, and Honduras. 

Among the most noteworthy of these programs was the relief given to Danube 

val victims and to the people of Haiti as a result of the destructive effects of 
Hurrican Hazel. Under the Danube flood program, agricultural commodities 

ere distributed directly to flood victims behind the Iron Curtain by the League 

Red Cross Societies. Through the labeling of the packages in the languages 

the recipients, and the excellent person-to-person contacts by the League of 
Red Cross representatives, the individual beneficiaries in the several countries 
were enabled to identify the United States as the source of the relief goods. 
\dvantages to our foreign-policy interest are still being realized. Speed was a 
rimary essential in the Haiti operation. The offer of aid by President Eisen- 
hower, acceptance by Haiti, the authorization of the program and the initial 
shipment of supplies dispatched by air took place within the same day. Sup 
lies began to reach Haiti before the storm had abated. 

Other programs of a relief nature initiated under title IT include flood relief in 
Pakistan and Nepal, relief necessitated by crop failure in Libya, Guatemala, and 
Yugoslavia, and the Christmas food parcel program. 

During fiscal vear 1955 more than 60 percent of title II commodities were util- 
zed in floods, famine, and other natural disasters for which, for the most part, 
no advance budget planning was possible. A similar situation is expected dur 
ing fiscal vear 1956. It will be impossible for the most part to anticipate in ad- 
vance the requirements for ocean freight with which to meet disaster situations. 
rherefore, it is impossible to provide for such requirements when development 
ssistance or defense support funds are being allotted to countries. It is for 
his reason that the $13 million is requested as a separate item to cover such 
costs under title III as well as freight costs on voluntary relief agency shipments 
under title IT. 

PROGRAM UNDER TITLE UI 


During the fiscal year just past, the record shows that for an expenditure 
of $8.3 million for ocean freight the voluntary agencies moved 363,132,388 pounds 
of surplus foods valued at $118,275,000 under title III] of the act. These com- 
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modities, consisting of dried milk, butter, cheese, cottonseed oil, and shorteni: 
ere distributed free to needy persons abroad The following table gives 
detailed breakdown of the voluntary agency part of the program : 


Fiscal year 1955 progran Surplus agricultural commodities distributed by Amer 


voluntary relief agencies under title ITI, Public Law tSO 


Commodities and poundags 
Total 
value of 


commod 


| 
» vil undag 

Butter oil - Mik | mce) — ties 
nds ill com 


moditi 


Cotton- Tot 


Ooo , 43 5 O00 740, 450 


525, 000 1, 730, 000 & 230 000 $2 


ooo 1 79, OOO O00 175, 000 1, 573, OOO 6, 300, 000 2 O78, 000 


I 

] 
O00) 5,824,000 000 8,118,000 16,179,000 44,800,000. 14, 363, 000 
Qoo 1 158. 000 000 1, 586, 000 7, 637, 200) 26, 829, 200 &, 703, 420 
O00 25. 300, 000 9, 516,000) 25,376,000 81,810,000) 26, 594, 362 


OOO H48. OOO 360, 000 168, OOO 1, 800, 000 568, 000 


O00 780. OOO 448, 000 3, 168,000 25, 500, 000 7, 633, 662 


17, 624, 000 5 . 30, 728, 000) 56, 131, 200 195, 278, 200 R04 


NEAR EAST 
Iran ( 110. 000 41, 000 O00 xk O00 
Jordan 3 _ 580, 000 000) 2. O00 


} 


Subtota O00) 1,690, 000 41, 000 000 3, O00 


AFRICA 


Egypt 52, 000 21,000, 000 14, 900, 000 O00 26, 568,000 5 62 OOO 21, OO0)1, 00 
French Morocco 22, 000 125, 000 O00 281, 000 000 000 2, OM 
lunisia 5, OOO 100, 000 51, 000 3, 000 000 57, 816 , 000 


Subtotal ( 295 O00 14, (i 347,000 27, 032, 000 3. 5,000 21,597, 816.1, Ov 


SOUTH ASIA 


India 33.5, OOO 660, 000 20, 218, 000) | ono!) 2 188 
Pakistan )2, OOO 680, OOO 4, 000 000 . O00 


Subtotal O00 1,540, 000 OOO) 3, OOO) 37, 132, 188 
FAR EAST 


Formosa 15, 000 650, OOO, 2, ! OOO OOO 12, , OOO 
Hong Kong 20, OOO 5 (wy 65, 000 000 3.4 O00 , ~ 000 
Vietnam 20, O00 1, 160, 000 600, 000) 5, O00 3, OOO OOO 


total 180, 000) 2.315 5, OOO , 541, 000! 27, , 000 
LATIN AMERICA 


Bolivia 92, 000 186, 000 121, 000 724, 000 5, 328, 000 5 000 122, OOO 
Peru 548, 000 000 9, 000 12. 604 


Subtotal O00) 2. 186, 000 121, 000) 2, 272.000) 5, 000) 5 000 134, 60% 


Grand total |62, 000'75, 245, 000) 43, 8839, 000) 43, 741, 000) 138, 027, 388/363, 132, 388) L18, 275, 000)8, 300, 000 


These commodities are all clearly marked to show their United States origin 
and the fact that they are sent as a gift of the American people. Because of 
the person-to-person relationship fostered by the voluntary agencies, the field 
distribution is carried out at levels not ordinarily reached by government-to 
vovernment programs. Much good will is engendered through this practical 
evidence of the willingness of the United States Government to share its abun 
dance with other less fortunate peoples. 

It is believed that the program warrants continued support in fiscal vear 1956. 


Senator ELLeENpER. Why is it not on a voluntary basis as we do for 
other things ? 
Mr. Pavuu. Iam sorry, I do not understand you. 
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Senator ELLENpDER. Whenever a disaster of that kind happens in 
the world, relief for disaster victims usually is performed on a volun- 
{ ry basis. Since Il have been here we have appropr inted a little mone Vv 
to he ‘Ip countries in distress. 

Here you are providing a fund for doing it in anticipation of dis- 

ster's. 

Mr. Paun. This is simply to meet the ocean freight charges. ‘The 
Congress has passed Public Law 480 with a specific provision that 
s300 million is available for meeting disaster situations around the 
world out of our own agricultural surpluses. 

We are simply asking in this bill for the means with which to de- 
liver the stuff when the disasters occur. You cannot get from volun- 
tary contributions, experience has shown, the ocean freight cost. 

Senator Dirksen. That is the amount of surplus that is made avail- 
vble for the President to provide relief in famine areas, and so forth. 

Mr. Pauu. That is right. 

Senator Dirksen. This was seemingly the logical place to put it. 

Chairman Haypen. Is that your last item / 

Mr. Paun. I think that covers our presentation. 


ASIAN DEVELOPMENT FUND 


Senator ELLeNpER. | would like to ask the witness a few questions 
about this $200 million item for Asian development. 

I think the House cut that in half because it was stated by Governor 
Stassen that S100 million of this would not be used uatil fiscal year 
1957, or some such language. 

What do you have to say about that / 

Mr. Paun. It is true, Senator, that we estimated that of the S200 
million authorized, we would obligate only S100 million during this 
‘coming fiscal vear. 

Senator ELLeNperR. Was this a 2-year or 5-year program / 

Mr. Pauw. It is authorized for 3 years. 

Senator Exnenper. You contemplated spending how 
vear / 

Mr. Paunt. We had to guess. It has to be a 
the first year’s cost 


much per 


ouesstimate, at best, of 


, because this is an entirely new program. No one 
can tell at this time just how fast it will move along. 
Senator E_Lenper. Is this the beginning of a little Marshall-aid 


progr am ¢ 

Mr. Pac. It is very little in that sense. 

Senator ELLeNpER. Then, it 1s a gift. 

Senator Dirksen. No, it is not. 

Mr. Pau. Half of it is on a loan basis. 

Senator ELLenper. Why appropriate the S200 million when 
ure not going to obligate more than $100 million ¢ 

Why do you not wait to evaluate it like you are doing this year 
so that you can see how the program works, and then you can come 
back next year when you really need it. 

Mr. Pact. We feel very strongly that we need $200 million avail- 
able to us in appropriations as well as authorizations, because we have 
found, through past experience in other programs, that unless the 
funds are actu: ally in hand, in other words, unless they 


you 


have actually 
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been appropriated by the Congress, it is vary difficult to negotiate 
with other countries and deve lop the planning to the extent necessary 
to move it along. 

Senator ELLENpDER. You say you cannot obligate more than $10 
million ? 

Mr. Paui. We do not know how much we can obligate because this 
Is an entirely new program. It is breaking new ground in Asia, and 
we feel that the situation may very well develop. we would like to 
hope that it develops—where we can move along with projects rapid) 
enough so that perhaps $100 million would be “shy of the mark. 

However, we do not think realistic ally, in view of the state of devel 
opment of these countries and the political situation with which we 
have to contend out there, in view of the need for engineering projects, 
to get the required agreements between different countries, because we 
hope a lot of these will be on a regional basis, that we can expect to 
obligate the $100 million during the first year. 

Senator ExLenper. There is another fund there of $100 million. 

Hlow is that to be used ? 


PRESIDENT’S EMERGENCY FUND 


Mr. Paci. The request is for an appropriation of $100 million to 
the President to be used only on his personal approval for emergency 
or contingency situations, either in military aid, technical aid, eco- 
nomic aid, defense support, or any other categories of aid. 

Senator ELLeENpeR. That is in the nature of a grant? 

Senator Dirksen. This is the unvouchered fund. 

Mr. Pav. Part of it is unvouchered. The total authority is $150 
million. 

Senator ELLENDER. One hundred million dollars is provided in cash 
and $50 million is to be taken out of other funds as the President sees 
fit. 

How does that program differ—that is, with respect to the $100 
million which the House lopped off of the $200 million—from this 
—_ program, where half of it is put on a loan basis ? 

. Pauw. In the first place, it is a global fund. It does not relate 
“a any given area. 

Secondly. the Asian program is for the long-range economic devel- 
opment of free Asia. The purpose of this fund is to meet contingency 
situations which we cannot predict now, emergency situations such 
as have existed in Pakistan during the past year, Formosa, Iran. 

Senator ELLenper. Such as? 

Mr. Paci. We have the Iranian situation, such as in 1953, when 
the Mossadegh Government was overthrown, but after a period of 48 
hours, when at least there was a 50-50 chance that the Communists 
would take over the country, this did not happen. 

The Shah returned to the country, and the President decided on 
the basis of a request from Iran to put some emergency aid into the 
country. The President had to draw those funds from some other 
sources. There had been no funds programed for that amount. 

Senator ELtienper. He did have authority, last year, as I remember, 
to take from other programs up to $150 million in order to meet emer- 
gencies such as you are speaking about. 

Mr. Pav. He has the authority. The reason we have requested 
and the funds have been authorized for this year is that the business 
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of taking money away from other program purposes has delayed the 
normal programing process, and in some cases, it has ¢ aused delays 
and it has meant an entire shifting of priorities within country pro- 


vrams. . 
In order to obviate this need, we have felt that a special contin- 
vency fund should be authorized. 


GAO RECOMMENDATION 


I would like to add this. The General Accounting Office recently 
inude an investigation of our procedures and programing and they 
strongly recommended that this kind of fund be set up for that very 
reason. 

In other words, it would be to permit orderly programing and not to 
make it necessary for the President to pull away from already pro- 
vramed purposes funds for other countries in order to meet an emer- 
gency situation. 

Senator ELtenper. Could any part of the $100 million or the $50 
iillion that is to be taken from other projects be used for the same 
purpose as the $200 million which you have earmarked for Asian aid 4 

Mr. Pauw. It is within the authorization; yes, sir. It could be done, 
a part of it. Not more than $20 million for any one country. 

Senator ELLeNpeER. It could—insofar as $150 million is concerned— 
be a pure grant without any strings attached. 

Mr. Pauw. It could be a grant or a loan, according to the authori- 
zation. 

Senator ELLenpeER. That is the difference between the $200 million 
and that $150 million item. It is specifically stated as to the $200 mil- 
lion item that not less than 50 percent of it must be in the form of a 
loan. 

Mr. Pau. That isa difference. The main difference, as I indicated, 
is that the $200 million is requested for a specific purpose; that is, the 
development of the free Asian countries. This other fund is put in to 
take advantage of opportunities or meet emergencies which we cannot 
how predict. 

In past years, I might add, Senator, we have had to use a large part 
of the $150 million authority which the Congress has granted to the 
President for just this purpose. 

Chairman Haypen. Does that conclude your statement ? 

Mr. Paut. Yes, sir. 

Chairman Haypen. We thank you both. 


TREATY VIOLATIONS IN) MOROCCO 


[ should like to insert in the record at this point some correspondence 
from the American Businessmen’s Club of Morocco and the Depart- 
ment of State concerning the treaty violations in that country. 

(The correspondence refer red to follows :) 

AMERICAN BUSINESSMEN’S CLUB OF Morocco, 
Casablanca. 
lon. CARL HAYDEN, 
United States Senate, Washington, D. C. 

DEAR SENATOR HAYDEN: We thank you very much for your letter of March 29, 
155, wherein you inform us that ours of the 22d of March 1955 will be incorpo- 
rated in the mutual security hearings when they are printed. 
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Despite the formal protest made by the State Department of the United States 
to the French Government on April 18, 1955, treaty violations continue. 

We Americans engaged in business in Morocco are encouraged and appreciate 
the action taken by the State Department, but the matter should not be allowed 
to rest there: it should be followed up energetically. 

It is reassuring to know that problems confronting American businessmen 
in Moroceo are receiving your and your comnnittee’s attention. Knowing that 
you and other Members of the Senate are supporting us, we Americans citizens 
and war veterans face the future with greater confidence, determined to strive 
steadfastly for our economic rights in Morocco, 

We request vou to use your influence with the State Department, urging them 
to Implement the action necessary to receive treaty compliance from the French 
nuthorities. 

Respectfully yours, 
Max P. Varner, President. 
NATHAN HELFER, NSeeretary 


DEPARTMENT OF STATE, 
Washington, April 6, 1955. 


Hon. Cari HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate. 

Dear SeNATOR HAYDEN! T refer to your letter of March 80, 1955, enclosing a 
letter from the American Business Men’s Club of Morocco and requesting a report 
on the subject of trade with Morocco which is referred to therein. This elub 
has sent similor letters to several other Senators and the Department is replying 
to all in the following manner. 

The Department of State was informed on March 9, 1955 of the formation 
of the businessmen’s club and has received communications from that organi 
zation concerning the imposition, by the protectorate government, of quotas 
on the import of certain categories of goods into Morocco. 

The French and Protectorate Governments sent a delegation to Washington 
in mid February of this vear to inform our Government of their plan to impose 
quotas limiting the import into Morocco of certain categories of textiles and 
electrical wiring. The delegation asserted that imposition of import limitations 
m certain categories of goods was necessary for the survival of “infant indus- 
tries” in Morocco. 

The Government of the United Stetes notified the French Government that 
it opposed the plan for a quota system on the grounds that anv such limitation 
of trade would be in contravention of its treaty rights. The United States also 
informed France that it would protest formally if the quotas were imposed 
The quotas were announced March 25. The Department of State is awaiting 
the text of the legislation before presenting its formal protest. 

Although the International Court of Justice in 1952 rendered a jndement 
concerning certain aspects of the Moroccan trade problem, a matter which has 
heen under discussion between the Governments of the United States and France, 
a divergence of views continues to exist. 

The Department of State, nevertheless, has continued to exert every effort 
to protect American interests in Morcco. From the time of the decision of the 
International Court of Justice to the present date, United States export trade 
With Morocco has continued at a high annual rate of around $30 million. In 
View of these circumstonces, American businessmen in Moroceo have found 
little grounds, until the announcement of the quota svstem, for complaints to the 
consular offices of the United States concerning their participation in the trade 
of Morocco. 

The Department of State will continue to take all reasonable measures to 
insure protection of American business interests and compliance with our treaty 
rights. 

The letter from the American Business Men’s Club of Morocco which you 
enclosed is returned herewith in accordance with your request. 

Sincerely vours, 
TrHruston B. Morton, 
(ssistant Secretary 
(For the Secretary of State). 
Enclosure: Letter from American Business Men's Club of Morocco dated March 


22, 1955. 
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MarcH 30, 1955. 
Hon. JOHN Foster DULLES, 
Secretary of State, 
Department of State, Washington 25, D.C. 

Dear Mr. SEcRETARY: I am enclosing a copy of a letter I have received from 
the American Business Men’s Club of Morecco alleging action on the part of 
French officials of the protectorate to curtail American business activities in 
Morocco, 

It would be appreciated if you would look into this matter and furnish the 
columittee with a report. 

Very sincerely yours, 
CARL HAYDEN, 
Chairman. 


MarcH 29, 1955. 
Mr. Max P. VARNER, 
American Business Men’s Club of Morocco, 
Casablanca, Morocco, North Africa. 

DEAR Mr. VARNER: I have received your letter dated March 22, 1955, which 
was also signed by Messrs. Fisher, Helfer, and Nusbaum, concerning action on 
the part of French officials of the protectorate to curtail American business 
activities in Morocco. 

Your letter will be brought to the attention of the committee and will be 
incorporated in the mutual security hearings when they are printed later on in 
the year. 

Very sincerely yours, 
CARL HAYDEN, 
Chairman. 


AMERICAN BUSINESS MEN'S CLUB OF Morrocco, 
Casablanea, March 22, 1955. 
Hon. Senator CARL HAYDEN, 
Senator from Arizona, Washington, D. C. 

Dear Sir: The majority of American citizens established in business in 
Morocco have assembled and formed the American Business Men’s Club of 
Morocco. This club is incontestably the only fully and wholly representative 
organization of American businessmen in this country. The majority of these 
members are ex-servicemen. 

One of the principal reasons which have prompted Americans to assemble in 
an entirely new and wholly representative American businessmen’s club has been 
the constant and persistent action on the part of French officials of the protec- 
torate to curtail American business activities in Morocco. Recent announce- 
ments indicate their intention to further stifle American imports and implemest 
additional illegal embargoes and pressure against United States business 
interests. 

Every day American businessmen face the proof that their lawful commercial 
and economic treaty rights are continually and systematically being jeopardized 
despite the decision, and in fact, of the International Court of Justices’ ruling at 
The Hague on August 27, 1952. The Hague decision is studiously being ignored 
by the French officials, and in no way has compliance with the decision been 
enacted either in spirit or letter. 

The intended French action to completely forbid certain United States goods 
to enter this country freely and legally deeply preoccupies this organization, for 
the French have openly declared that they will unceasingly continue to eliminate 
American competition little by little from the Moroccan market. This action 
will have a further detrimental effect on the Moroccan consumer who will no 
longer enjoy a choice of goods, and whose limited choice will eventually rise 
to the exhorbitant and economy wrecking prices that this market has experienced 
in the past. 

American products should be and must be introduced in equality with their 
French counterparts on the Moroccan market. Americans and American products 
are fayorably considered by the Moroccans of this country, but new enforcement 
of embargoes by the French on more American goods will create an even greater 
artificial economy and hardship on the local market. 

We American citizens ask you as a Member of the Senate to implement neces- 
sary action and to make foreeful representation to responsible French officials 
of the protectorate government in order to assure the proper protection of Amer- 
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ican business rights, and the preservation of free competition exactly in the 
same spirit of the Interational Court’s decision. 
We have the honor to remain, 
Yours very truly, 

AMERICAN BUSINESS MEN’s CLUB oF Morocco, 
Max P. VaRNER, President. 
Rosert ©, FisHer, Vice President. 
NATHAN HELFER, Secretary. 
JEROME S. Nussaum, Treasurer. 


PROCUREMENT OF STRATEGIC SUPPLIES 


(See p. 100) 


The Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480, 838d Cong.) provides that local currency proceeds of sales of surplus 
agricultural commodities may be used for the purchase of strategic and critical 
materials for the United States stockpile. As of June 30, 1955, signed sales sa 
agreements include provisions for expenditure of $8.1 million of local currency, | 
as follows: the 
uitiee BB si 
equivalent P 
Argentina: Tungsten... ... ~~ bdo ee a 3.0 
Austria : 
Aluminum ingots oe eae ; Coes ; ' 
Aluminum powder__--_- owas ese ds ps ais : a I. 
Colombia: Platinum_-_---- : i pe 5 
Italy: Fluorspar, mercury, and other material___.____-____ 
Spain: Mercury, lead, and other material 


sell, 


Total eee i ‘ Sxeeeteees Ss. 


Section 3038 of title ITI of the act authorizes the Commodity Credit Corpora 
tion to barter its agricultural commodities for strategic materials:and certain 
other materials, goods, and equipment. Barter activity as of June 30 totaled 
$281 million, of which about 90 percent (approximately $250 million) involve 
strategic materials. These inlude; 


Antimony Grade B battery manganese 
Beryl ore Manganese ore 

Cadmium Metallurgical chrome ore 
Cobalt Palladium 

Ferrochrome Platinum 

Ferrosilicon Silk (raw) 

Ferromanganese Silk bisu lab 

Fluorspar Waterfowl] feathers and down 
Industrial diamonds and bort 


These materials, under both titles IT and IL], are for the immediate, long-term, 
und supplemental stockpiles. 


EXPENSES OF BELGIANS TRAVELING TO CONGO 


(See p. 85) 


FOA has not financed the expenses of any Belgian traveling to the Congo. 
The Study Mission on Industrial Development of the Lower Belgian Congo 
(generally referred to as the Rand Mission), which traveled to the Congo last 
winter was composed entirely of Americans. One Belgian (Minister of Colonies 
Valerie Darchambeau) accompanied the mission; his expenses were paid by 
the Belgian Government. 

The source of funds for the study mission was the technical cooperation 
appropriation of Public Law 778, against which funds were allotted for dependent 
overseas territories, including this trip. 


Chairman Haypen. This committee will stand in recess until 2 
o'clock tomorrow afternoon, when we will hear outside witnesses. 

(Whereupon, at 5 p. m., Thursday, July 14, 1955, the committee 
recessed, to reconvene at 2 p. m., Friday, July 15, 1955.) 
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JULY 
FRIDAY, }@NB' 15, 1955 


Unrrep STaTes SENATE, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D.C. 

The committee met at 2 p. m., pursuant to recess, in room F-37, 
the Capitol, Hon. Carl Hayden (chairman of the committee) pre- 
siding. 

Present: Chairman Hayden, Senators Ellender, Saltonstall, Dirk- 
sen, and Potter 


INTERNATIONAL COOPERATION ADMINISTRATION 
LETTER FROM SENATOR H, ALEXANDER SMITH, OF NEW JERSEY 


Chairman Haypen. The committee will be in order. 

Before calling our first witness, I should like to pl ice in the record 
a letter dated July 14, 1955, addressed to me as chairman of the Senate 
Appropriations Committee, from Senator H. Alexander Smith, of 
New Jersey, concerning the $627 million cut in the mutual security 
appropriations for 1956. 

(The letter referred to follows :) 


UNITED STATES SENATE, 
COMMITTEE ON FOREIGN RELATIONS, 
July 14, 1955. 
Hon. CARL HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D.C. 


My DreAr Mr. CHAIRMAN: I am writing this letter to you and the other mem- 
bers of the Appropriations Committee in order to express my strong conviction 
that the cut of $627,900,000 by the House of Representatives from this year’s 
Mutual Security Act is a critically serious mistake. 

This hasty reduction might well threaten the success of the entire program, 
Which in the words of President Eisenhower, is in the “interwoven self-interest” 
of both America and its allies. I am particularly disturbed to note that the 
House has cut in half the $200 million special fund for Asian development. I am 
confident that this was done without a full appreciation of the significance of 
this particular fund. 

I have had the great privilege, Mr. Chairman, of traveling in the Far East 
and in all the countries which this fund would affect, and I am absolutely con- 
fident that this is one of the strongest weapons for peace in the Far East. What 
we have discussed with them, and I have had the privilege of participating in 
the discussions, is freedom, independence, and self-determination. Of course, 
we cannot and would not buy them. However, with funds available for the 
President and our distinguished Secretary of State, and the new, Director of 
the International Cooperation Administration, will will be able to sit down on 
« partnership basis and develop with the free people of Asia those necessary 
programs Which will help them to attain their goal of freedom and prosperity. 
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To cut this particular fund at this particular moment, just as the President 
and Secretary Dulles are starting for the Big Four Conference, almost seems to be 
a vote of lack of confidence in our own great leaders. Development assistance 
and economic aid represent our primary peaceful weapon against the expansion 
of Soviet and Chinese communism, 

At this time with the crucial Geneva Conference underway, to permit this 
ill-considered slash in the nonmilitary side of our aid program to stand, would 
do great damage to our efforts to confront the Communists with our position 
of strength and our determination to work for a better and more peaceful day. 

Our past aid program for the countries of Europe had a tremendous effect 
in rebuilding those nations and in strengthening them against the Communist 
onslaught. 

It may be, in fact, that the success of the aid program to those now. self 
sustaining countries of Europe was one factor in the recent more peaceful tack 
taken by the leaders of Soviet Russia. 

This year the bulk of the aid is slated for Asia and the Near East, where the 
threat to freedom is greatest. We will not be successful in Asia, as we were 
in Europe, if we fail to meet this present threat. 

Mr. Chairman and members of the committee, I feel very deeply on this 
subject, because as a member of the Far Eastern Subcommittee of the Foreign 
Relations Committee for the past 8 years, and as chairman of that subcommittee 
for the first 2 years of the Eisenhower administration, I have been living with 
the situation week in and week out. 

We begin to see light, but with the great masses of these Asian people on 
the brink of the precipice, doubtful which way to turn, because they are not 
sure of whether we will stand by them or not, it is to my mind one of the 
tensest moments in the history of the Far East. Should the entire Far East 
slide behind the Tron and Bamboo Curtains, as well it may, the immediate 
danger to our own country would be precipitated. 

Mr. Chairman, with all the sincerity at my command, I urge that the Senate 
Appropriations Committee restore the $627,900,000 cut by the House from this 
year’s Mutual Security Act. 

Always cordially yours, 
H. ALEXANDER SMITH. 


AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN SERVICE 


STATEMENT OF BERNARD A. CONFER, TREASURER 


PREPARED STATEMENT 


Chairman Haypren. The committee today is to hear witnesses not 
connected with the Government. The first I have on the list is Miss 
Alexandra Tolstoy. Is the lady present ¢ 

( No response. ) 

Chairman Haypen. Mr. Bernard A. Confer, of New York City. 

Mr. Conrer. Yes, Mr. Chairman, 

Chairman Haypen. We will have your entire statement included in 
the record. 

If you will be kind enough to highlight it, we will be much obliged. 

Mr. Conrer. Thank you, sir. 

(The statement referred to follows :) 


STATEMENT OF BERNARD A. CONFER, TREASURER, AMERICAN COUNCIL OF VOLUNTARY 
AGENCIES FOR FOREIGN SERVICE 


Mr. Chairman and gentlemen of the committee, my name is Bernard A, Confer, 
of New York, N. Y. 

Iam appearing here as treasurer of the American Council of Voluntary Agen- 
cies for Foreign Service, and representing that organization. I am also execu- 
tive secretary of Lutheran World Relief, with headquarters at New York. Other 
member agencies include the American Friends Service Committee, the American 
Jewish Joint Distribution Committee, Church World Service, Catholic Relief 
Services of the National Catholic Welfare Conference, and many others. 
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You might be interested to know very briefly something of m) personal back 
epound. For about 3 years, beginning in 1988, [ was employed by the Center 
County Board of Assistance in Bellefonte, Pa. From 1942 to 1946 I served in the 
United States Army, concluding my service with a 9-month tour of duty as 
Kvunggi Province welfare officer for the United States Artiy military govern- 
ment in Korea. 

Pollowing my separation from the Army, in 1946, [ became associated with 
Lutheran World Relief. In the discharge of my executive responsibilities for 
that organization I have visited Kurope 3 times and the Middle Kast twice dur 
ng the last 5 years. It has been my privilege to observe at first hand the dis- 
-ribution of voluntary agency shipments of supplies, both of surplus commodities 
donated by the United States Government and supplies made available out of 
the agencies’ own resources. I have been associated with the American Couneil 
of Voluntary Agencies for Foreign Service since 1946, and have served in the 
ouncil as chairman of various committees. At present I act as chairman of the 
-ouncil’s committee on Korea and Germany and act also as Chairman of a council- 
sponsored organization, CRALOG. I am happy to present this statement on 
hehalf of the member agencies of the American council. 


FULFILLING A COMMON Plt RPOSE 


Though the official and voluntary American-aid programs are distinet in 
method, they serve the common purpose in helping create and preserve peace 
among those groups around the world most disaffected by homelessness and want 
and by tensions that continue to threaten world peace. 

Ever since 1947, when Public Law 54, a joint resolution providing for relief 
assistance to people of countries devastated by war, was passed, the action of 
Congress year after year in making available funds for ocean freight on voluntary 
agency Shipments to some overseas countries has been of very great help to the 
agencies in not only adding to, but actually multiplying the assistance they have 
heen able to bring to people in need and distress abroad. The agencies are grate- 
ful. indeed, for the continued interest and cooperation which the Congress has 
shown in so tangible a form. 


FUNDS AUTHORIZED IN 8S. 2090 


As the member agencies of the American Council had the privilege of pointing 
mt to you in a letter addressed to members of your committee, dated May 31 of 
this vear, the funds authorized in Senate bill 2090 for the payment of ocean 
freight on surplus agricultural commodities shipped by the voluntary agencies 
for distribution in some countries overseas are inadequate. In their letter the 
agencies stated that a minimum of $17 million in ocean freight funds were needed 
to carry on their surplus commodity distribution programs in fiscal year 1956. 

At the same time they stated that the $2 million authorized in the bill for the 
ocean freight reimbursement of regular agency shipments (food, exclusive of 
surplus donated by the United States Government, clothing, medicines, and re- 
habilitation supplies) to overseas countries will probably be adequate. 

As the bill was passed by both Houses of Congress, authorizations were made 
for $18 million to be expended for ocean freight costs on the shipment of surplus 
commodities, however, not only for shipment by the voluntary agencies, but for 
Government shipments as well. This sum falls far short of the amount needed 
by the agencies, and furthermore the amount available to them out of these funds 
is unknown. The bill retained the clause providing $2 million for the regular 
shipments of the agencies. The bill also retained provisions for an escalator clause 
which the agencies had advocated. 


FUNDS RECENTLY APPROPRIATED BY THE HOUSE FOR THESE PURPOSES 


We understand that the House has recently passed a bill, H. R. 7224, appro- 
priating funds in which significant cuts have been made not only in military and 
other Government aid to overseas countries, but also in the ocean freight funds 
for surplus agricultural commodities shipments by the voluntary agencies and 
in the funds for regular agency shipments. We understand that the House has 
appropriated $10 million for the surplus commodities shipments and $1.5 million 
for the regular shipments. These cuts, if permitted to stand, will limit still further 
the amount of relief supplies which the agencies will be able to ship and distribute 
in their overseas programs for the needy of many underdeveloped and refugee- 
filled areas of the world. 


637545516 
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tHE NEED FOR RESTORATION OF THE 32 MILLION AUTHORIZATION FOR OCEAN FREIGHT 
REIMBURSEMENT ON REGULAR AGENCY SHIPMENTS 


We understand that the Appropriations Committee of the louse recommended 
a cut of $500,000 on the $2 million authorization for ocean freight on regular 
Voluntary agency shipments because the agencies had expended only about $1.5 
million on regular shipments in fiscal vear 1955. It is true that these shipments 
do not vary greatly from year to year, except in cases of unforeseen catastrophe 
However, two factors made the request for additional funds imperative for fiscal! 
year 1956. The first is that freight rates to all overseas ports have been increased 
from 10 to 15 percent on relief shipments. The second is a considerable increase 
in shipping to South Vietnam, where the agencies, in view of conditions there, are 
expanding their programs of relief and rehabilitation in ways appropriate and 
possible. Agency programs are being expanded to a lesser degree in other 
countries of the Orient as well, and it is almost a truism to point out that shipping 
costs to Asia are considerably higher than to Europe, where the major part of the 
agencies’ work Was located in the postwar years. 


OCEAN FREIGHT FUNDS FOR VOLUNTARY AGENCY SHIPMENTS OF SURPLUS 
AGRICULTURAL COMMODITIES 


The figure of $17 million was originally requested by the voluntary agencies 
for ocean freight reimbursement on their shipments of surplus commodities, 
because a projection of estimated shipping costs on surplus commodities already 
on order with the Department of Agriculture for the first quarter of fiscal year 
1956 indicated this minimum figure. These orders were placed as a result of 
planned ongoing prograin requirements, as received from the representatives of 
the agencies in the overseas countries, and the programs were drawn up with 
the utmost care in cooperation with other American and indigenous voluntary 
agencies operating in the recipient countries, as well as with representatives of 
the government concerned, of the United States mission, and of intergovernmenta! 
agencies. 

When the authorization for $13 million for this purpose was passed by both 
Houses of Congress under S. 2090, representatives of the voluntary agencies 
had the privilege of testifying before the House Appropriations Committee 
and at that time they stated: “If the eventuality should occur that funds in 
excess of $15 million cannot be made available under the act, we would respect- 
fully request that a considerable portion of the $18 million be explicitly des- 
ignated for voluntary agency shipments, at least a minimum of $10 million, 
which would see the agencies through a major part of their year’s program.” 

The Appropriations Committee recommended, and the House voted, a sum 
of $10 million, but this sum, as did the original $13 million, still includes both 
voluntary agency and Government shipments, and no amount of this sum is 
specifically designated for the voluntary agencies. We would most respectfully 
request that at least the full amount of $13 million be restored to this section 
109 (d) of the act, and that a minimum of $10 million of this figure be specifically 
designated for voluntary agency shipments. 


NO UNEXPENDED FUNDS UNDER THIS PART OF THE MUTUAL-AID PROGRAM 


We understand that one of the reasons given by the Appropriations Committee 
in their overall recommendations for cuts in the mutual-aid program was that 
there were unexpended funds which could be applied against this year’s author- 
ized expenditures. In this part of the program, however, i. e., the reimburse- 
ment by the United States Government of ocean-freight costs on voluntary 
agency relief shipments to some countries, both on regular supplies and surplus 
commodities, the program is operated on a current basis, and all funds have 
been exhausted. Indeed, in the last quarter of fiscal year 1955 agency shipments 
had to be considerably cut back as a result of lack of sufficient funds. 


TO AVOID A TRAGIC CONTRADICTION 


It would be a tragic contradiction if American voluntary agencies at their 
posts among the homeless and hungry in the most troublous centers of a world 
in crisis were unable to relieve human misery with American abundance as 
Congress so evidently intends, bue to the insufficiency of one item, ocean freight. 
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LIST OF MEMBER AGENCIES 


Mr. Conrer. My agency is a nonprofit agency known as Lutheran 
World Relief. With me are Mr. Willard Blackwood of the Church 
World Service, and Mr. O’Brien of the National Catholic Welfare 
Conference 

| emphasize we are here as a delegation representing the American 
Council of Voluntary Agencies. 

The list of members agencies of the American Council is on the first 
-ide of the reverse page of the testimony. There are 42 member 
weneies, about half religious agencies and about half are nonsecre- 
rarian agencies. 

Chairman Haypen. The list may be included in the record. 

Mr. Conrer. I would appreciate that. 

(The list referred to follows:) 


AMERICAN COUNCIL OF VOLUNTARY AGENCIES FOR FOREIGN SERVICE, INC. 


fi) provide a means for consultation, coordination and planning so that relief 
and reconstruction programs may be carried on in the most effective way 


MEMBER AGENCIES 


\dventist Relief Agency of the General Conference of Seventh-Day Adventists 
\merican Baptist Relief 
American Committee for Emigre Scholars, Writers, and Artists, Ine. 
\merican Committee of OSE, Ine. 
\merican Federation of International Institutes, Inc. 
American Friends of Russian Freedom, Ine. 
\merican Friends Service Committee, Ine. 
American Fund for Czechoslovak Refugees, Ine. 
American Hellenic Progressive Educational Association—Refugee Relief Com- 
mittee 
\merican Jewish Joint Distribution Committee, Ine. 
American Middle East Relief, Ine. 
\merican National Committee to Aid Homeless Armenians (ANCHA) 
\inerican ORT Federation, Ine. 
\merican Relief for Poland, Ine. 
Bovs’ Towns of Italy, Ine. 
rethren Service Commission 
Chureh World Service, Ine., National Council of the Churehes of Christ in the 
United States of America. 
ongregational Christian Service Committee, Ine. 
wster Parents’ Plan for War Children, Ine. 
Ceneral Council of the Assemblies of God, Foreign Service Committee 
international Rescue Committee, Ine. 
International Social Service, Ine. 
Iran Foundation, Ine. 
lutheran Refugee Service 
Lutheran World Relief, Ine. 
Mennonite Central Committee, Ine. 
National Council of Jewish Women, Ine. 
National Travelers Aid Association. 
Near East Foundation 
Russian Children’s Welfare Society, Ine. 
Salvation Army 
Selfhelp of Emigres from Central Europe, Ine. 
Tolstoy Foundation, Ine. 
nitarian Service Committee, Ine. 
‘nited Friends of the Needy and Displaced People of Yugoslavia, Inc. 
nited HIAS Service, Ine. 
‘nited Lithuanian Relief Fund of America, Ince. 
‘nited Seamen’s Service, Inc. 
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United Ukrainian American Relief Committee, Ine. 

War Relief Services of the National Catholic Welfare Conference, Ine, 
World University Service 

Young Women’s Christian Association, Inc. (World Emergency Fund ) 


OCEAN FREIGHT REIMBURSEMENTS 


Mr. Conver. There are three points I would like to make. First 
of all, for a number of vears the conference has voted funds to provide 
ocean freight reimbursement on voluntary agency shipments to a 
limited number of countries. This the agencies deeply appreciate, 
for it has enabled them to step up sharply the amount of food, cloth 
ing, and medical supplies and self-help material they have sent to 
many parts of the world. 

In the present legislation before you there is an amount of $114 
million for shipments that the agencies are able to ship from theit 
own resources. 

The administration has requested, and the authorizing legislation 
contains $2 million here. 

I state categorically that 1f the 8114 million figure is allowed to 
stay, the agencies will have to reduce their shipments. 

Why is this true? Well, for one thing, a couple of months ago the 
great majority of the steamship lines and conferences raised their 
freight rates 10 to 15 percent ; 

Secondly, the agencies themselves are giving Increasing emphasis to 
the Far East and it costs more to ship to the other side ‘of the world. 

The situation in Vietnam is a good example of one that cries out for 
expansion of voluntary agency activity. 

The last item is that the present legislation carries the figure of $10 
million for freight reimbursement on shipments of Government do- 
nated surplus commodities. The administration had requested $13 
million and the authorizing legislation had carried the $13 millon 
figure, 

When the Surplus Commodities Disposal Act was passed last year, 
the agences were gratified, for that indicated that the Government 
desired that the agencies expand their distribution of surplus com- 
modities. It took some months to implement that so that most of the 
commodities shipped during the last year were during the last 6 
months of the fiscal year. 

If the $10 million figure is allowed to stand it is very definite that 
the agencies will need to cut their programs below the rate at which 
they are implementing them now. 

I know that the time of your committee is limited and I would like 
therefore to make one concluding statement. It is that I am deeply 
convinced that the voluntary agency distribution of gifts from the 
American people fosters peace because it is a unique demonstration 
of the friendly concern of the American people for their fellow human 
beings overseas 

Thank you, Mr. Chairman. 

Chairman Haypen. Thank you, sir. 


Mr. Philip Schiff. 
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AMERICAN ASSOCIATION FOR THE UNITED NATIONS 


STATEMENT OF PHILIP SCHIFF, MEMBER, BOARD OF GOVERNORS, 
AND CHAIRMAN, CONTINUING ACTION COMMITTEE 


PREPARED STATEMENT 


Mr. Scuirr. I appear on behalf of the cont mung action commnittee 
if the American Association of United Nations. 

I do have a statement I would like very much to submit for the 
ecord. 

Chairman Haypen. It may be done. 

(The statement referred to follows :) 


STATEMENT OF PHILIP SCHIFF RE MUTUAL SECURITY PROGRAM FOR FISCAL 1956 


Mr. Chairman and members of the Senate Appropriations Committee, my name 
s Philip Schiff. While I appear before vou at this time as an individual I iden 
tify myself as a member of the Board of Governors of the American Association 
for the United Nations and chairman of its continuing action Committee. 

The American Association for the United Nations has sponsored for the past 
> vears an annual conference with respect to our foreign policy programs. Ap 
roximately 100 national organizations with a membership of some 60 million 

embers send their representatives to these conferences because such con 
ferences present us with an opportunity to discuss and resolve upon the role of 
our country in the field of international relations. A listing of these groups 
vould include every segment of the American population. They represent such 
eroups as the National Council of Churches, the National Catholic Welfare Con 
ference, the Synagogue Council of America, the CLO, AFL, various farm and 

elfare groups, the educational groups of the Nation, etc. 

With reference to the Mutual Security Act for fiscal 1956, IT should like, on 
behalf of the last annual conference of the American Association for the United 
Nations held in Washington February 26 to March 1, 1955, to present the reso- 
ution on technical assistance which was unanimously passed by the conference 
fter considerable debate and discussion. It follows: 


“RESOLUTION ON TECHNICAL ASSISTANC! 


“Technical-assistance programs of the United Nations and its specialized agen- 
cies have given to the peoples of the great underdeveloped regions the first 
visible proof of the meaning of the purposes of the United Nations Charter for 
nternational aid. Those programs constitute an essential element in the offen- 
sive against poverty, disease, and illiteracy necessary for freedom and progress. 

‘Bilateral agreements such as the United States program under FOA’—and 
ow under IC A—"and regional programs such as the Colombo plan, should be 
lirectly related to the United Nations and carried out in cooperation with the 
programs of the United Nations and its specialized agencies at a greatly 
expanded rate. They should be based on long-range efforts over at least 3 
vears instead of vear-by-year appropriations. 

“We urge the United States to avoid a repetition of this year’s spectacle of 
paralyzing delay and default in meeting its share of the United Nations technical 
ssistance budget, and to provide in the future for long-range planning.” 

In the hearings now being held by your committee re appropriations for the 
Mutual Seeurity Act which has already received practically the unanimous 
uthorization support of the Senate, we urge your endorsement of the action 
akn by the House of Representatives which appropriated the full $24 million 
for the United Nations technical assistance program over an 18 months period, 
vhich the President requested. (I might say at this point that Senator George 
Who has provided such excellent and wise leadership in our foreign policy 
program gave us his assurance that it would be perfectly proper and feasible 
for the Senate to authorize United Nations technical assistance funds for an 
IS months period.) 

If one were to consider the United States’ financial contribution to the tech- 
nical assistance program of the United Nations under the proposed request for 
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MUTUAL 






million. it would amount to 15 cents for every man, woman, and child 
this country. I submit what I believe is the total cost of our contributions | 
the United Nations budget and its specialized agencies in 1955 for 160 milli 
Americans : 


S24 








Amount Per ¢a 





Cent 
$13, 407, 290 
10, 894, 300 
68, 354, 871 


U.N. budget 
10 specialized agencies 
Specific U. N. programs 









neluding technical assistance 










Total 92, 656, 461 


It should be borne in mind that citizens of the United States receive dollar ! 
turns for their participation in the international agencies as follows: 
$56, 000, O00 


30, 000, O04 
7, OOO, O00 



























U.N. pension funds are invested in the United States 
U. N. spends in salaries, purchases, etc., yearly es ara 
Delegates and employees spend yearly about———--~- ire 


It seems to me this 15 cents is a small price to pay for one of the greatest instru 
mentalities invented by the genius of man toward lifting man’s hope and aspira 
tions for a better and more peaceful world. In the success of such a progral 
resides one of the great hopes of mitigating and eliminating the causes of war 
To paraphrase Sir Winston Churchill, “Never has so little money done so muc! 
for the welfare of mankind and for democracy.” 

Sneh a constructive program is in our self-interest as well. Whether we liks 
it or not. the mantle of world leadership has been thrust upon us. To a very 
large extent the manner in which we wear this mantle will determine the futur 
peace of the world. It goes without saying that if we are to continue to prosper 
we must make it possible for other nations to prosper. 

The records show that since 1950 almost $100 million has been pledged by T 
different nations with gradually increasing totals. Thus far, for 1955, other 
countries have increased their pledges by an average of 16 percent. More than 
100 countries have received technical assistance in the 4% years of the program's 
operations—a remarkable record, indeed. 

Our technical assistance programs have helped immeasurably to increase the 
productivity of underprivileged nations. The rolleall of these nations will ind 
cate better health conditions, abolition of many diseases, better housing, greate! 
agricultural productivity, more literacy, better transportation, higher manufa: 
turing returns, greater diversification of industries, development of power facil 
and mineral resources—all of them the kind of ingredients which lend 
strength to the growth of democratic processes, and to the achievement of ec 
nomic and political stability in all countries. This they cannot continue to achiev: 
without our support, for the time being. To the extent we fail in carrying out om 
responsibility, to that extent will we hold back progress toward these goals 
which we cherish so dearly. 

We should like also to urge that the Senate authorized amount of $145 
million for UNICEF be appropriated, The tremendous impact which the rel: 
tively small sums which have been spent on this program has made, has repaic 
many times and in many ways the efforts put forth by this specialized agency 
If ever there was a program which speaks from the great heart of America, this 
is it. The story of UNICEF is one which bespeaks the great story of the Bible 
in dramatic fashion. Anyone who has traveled outside this country and has 
seen UNICEF at work is bound to react with tremendous enthusiasm when he 
realizes how much was done with so little for the poorest of the world’s children 
I feel certain that the House of Representatives must have experienced this ty} 
of thinking when it appropriated in full the amount requested for UNICEF. | 
cannot believe your committee will want to do less. 

The third and last item which we urge you to approve is the $1,400,000 
requested for the United Nations refugee fund. Both the Senate Foreign Rela 
tions Committee and the Foreign Affairs Committee of the House authorized 
such expenditure. Unfortunately, the House appropriated $1 million for this 
program, or $400,000 less than was authorized. 

I finally believe that your committee will in its wisdom restore this cut made 
in the House for two reasons: (1) In the final analysis, the settlement of th 
refugee problem in Europe will enable us as well as our allies to turn their efforts 
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to more productive fields of endeavor in a shorter period of time; (2) the humani 
tarian appeal is such that it is in keeping with our historical traditions to provide 
such relief. 

In conclusion, may I point out that the great importance which attaches to 
the coming summit meetings will be greatly enhanced by any action taken by 
our committee to improve world conditions. Thus, in these fields of economic, 
social, and cultural affairs, it can truthfully be said, that while they constitute 
a small percentage of the total mutual security bill, their effects will be long 
asting and will leave a permanent impact upon the lives of the people who will 
benefit from such programs as Well as add immeasurably to the peaceful solution 
of the world’s ills. 

GENERAL STATEMENT 


Mr. Scuirr. I would like to say to begin with that we very much 
appreciate the action which the Senate Appropriations Committee 
took last year in terms of the technical assistance program for the 

United Nations. I believe that the job that it did really performed 
be a service for the technical assistance program for the United 
Nations. 

I believe it is something that our State Department valued very, 
very much, and made possible the ongoing program of the technical 
assistance program. 

As you probably know, Mr. Chairman, once a year there is a confer- 
ence held in Washington sponsored by the AAUN in conjunction with 
approximately 100 national organizations. I think it is fair to say 
that every segment of the population is represented at that conference 
and if we were to total up in terms of numbers, I think it is fair to say 
that about 16 million Americans through groups like the } National 
Council of Churches, the Catholic Welfare Conference, the Syn: iwogue 
Conference of America, the CLO, AFL, the welfare groups, women’s 
LTOUDPS, ¢ all of them come to this conference for the purpose of working 
up resolutions as they see them in terms of our foreign policy. 


RESOLUTION 


Particularly with reference to the technical assistance program | 
should like to read a few paragraphs from that resolution of the com- 
mission. This was done at the last annual conference which was held 
in Washington from the 26th of February to the Ist of March 1955: 


RESOLUTION ON TECHNICAL ASSISTANCE 


Technical assistance programs of the United Nations and its specialized agen- 
cies have given to the peoples of the great underdeveloped regions the first visible 
proof of the meaning of the purposes of the United Nations Charter for inter- 
national aid. Those programs constitute an esssential element in the offensive 
against poverty, disease, and illiteracy, necessary for freedom and progress. 

Bilateral agreements such as the United States program under FOA—and now 
under I1CA—and regional programs such as the Colombo plan, should be directly 
related to the United Nations and carried out in cooperation with the programs 
of the United Nations and its specialized agencies at a greatly expanded rate. 
They should be based on long-range efforts over at least 3 years instead of year by 
year appropriations. 

We urge the United States to avoid a repetition of this year’s spectacle of 
paralyzing delay and default in meeting its share of the United Nations technical 
assistance budget, and to provide in the future for long-range planning. 


I might say in this case it was not the fault of the Senate. The 
delay came about as a result of the House side, but fortun: ately it was 


all worked out so that our appropriation did go through in behalf of 
the technical-assistance program. 
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Chairman Playpen. Somewhat delaved ¢ 

Mr. Scutrr. gio ec de layed, 

Might I say. too. that we were particularly pleased, some of 1 
when we appeared sda the Senate Foreign Relations Committe 
which as we all know is under the wise and excellent leade ship o} 0 
senator George. 


APPROPRIATIONS OVER 18-MONTIL PERIOD 


When we appeared at the time I 6. ey asked the good Senator 
whether it would be feasible, if possible, to appropriate money ov 
wn Is8-month period. The Senator at the time said that it would bi 
feasible and possible if the Senate passed the authorization act. whi 
it cid. 

As you know, the Hlouse for its part, has not only authorized, b 
appropriated money for the U. N. technical-assistance program for 
1S months. 

Chairman Haypen. That is correct. 

Mr. Scutrr. All of us who were interested in the program were 
delighted to learn about it, and we cert: ainty hope that it will be pos 
sible, feasible, and acted upon as far as the Senate is concerned, too, 
through its Senate Ap ypropr lations Committee. 

Chairman Haypen. The actions of this committee in the past ind 
‘ate that that is probably a good hope. 

Mr. Scuirr. The more we hear about Senator Dirksen’s trip fro 
which he returned, the Senator has not only a wealth of informatio: 
but from what the papers indicate, very much sold on the progran 
from what he has seen. 

Mr. Chairman, finally, | would like to point out that in terms of th 
UNICEF program, the only way I can possibly describe for myselt 
the meaning of UNICEF and its requests for the 81414 million, 
perhaps to refer to the great dramatic story, I think the great human 
interest story, of children all over the world and what a small and 
insignificant sum can do in terms of millions upon millions of chil 
dren allover the world. 

UNICEF, I think, in a real sense, is the darling, as it should be. 
of a creat many people because of the oreat program it carries for 
ward. 

We would hope that the appropriation would be forthcoming fro: 
the Senate. 

REFUGEE PROGRAM 


Finally, in terms of the refugee program for the U. N. Office ot 
Refugees, as you probably know, there was a cut of $400,000 on the 
House side from $1.4 million down to $1 million. It would seem to 
me that ina humanitarian program of this type where we are trying 
to get rid of this hard-core problem, that this great country of ours 
might well, through the Senate at this time, and somehow we look 
to the Senate to take care of some of these items, would restore that 
cut of $400,000 so as to make possible the efficient functioning of the 
commissioner's office and quickly and expeditiously wind up as soot 
as we possibly can the hard-core problem in terms of the refugee pro 
gram in Europe. 
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Chairman Hayprex. This is part of a f-vear program if | am cor 
rect. 
Senator Dirksen. Yes, 


PRESIDENT S TRIP TO GENEVA 


Mr. Scnirr. Yes, 1 think it is. Finally, may I say a word in terms 
the President's trip to Geneva which I understand he is to start 
is evening. 

It would seem to me that we have a great om portunity in this coun- 
try to bolster his efforts ana the efforts of our dele gation, pi articular ly 

the hight of what we are trying to accomp ‘lish at Geneva, at least 

come kind of a relationship with the east whereby we can learn 
ow to live togethen :. 

I do not know of anything that would a n the hands of the 
President and our delegation than an action by the Senate of the 
United States at this time, not only upholding everything that was 
done on the House side with reference to the three programs, but also 
to restore the cut made in the House on that $400,000 item. 

Chairman Haypren. Thank you. 

The next witness is Mrs. Isabella Jones, legislation committee of 
National Business and Professional Women’s Clubs. We will be 
pleased to hear from you. 


NATIONAL BUSINESS AND PROFESSIONAL WOMEN’S CLURS 


STATEMENT OF MRS. ISABELLA JONES, CHAIRMAN, NATIONAL 
LEGISLATION COMMITTEE 


GENERAL STATEMENT 


Mrs. Jones. Mr. Chairman and members of the committee, I repre 
sent an organization of 165,000 business and professional women or 
ganized in the 48 States, the District of Columbia, Alaska, and Hawaii. 

It has been a firm stand of the national federation to support the 
United Nations ever since its organization and also our Governments 
policy of foreign aid in order to further our own national security. 

We would like to protest, particularly . these crucial times, a cut 
in the original appropriations requested by the President of these 
United States as outlined in Senate bill 2090. 

The original bill authorizing an additional $200 million for long- 
range economic development in free Asia, we believe carried out the 
position expressed by the 1954 convention of the National Federation 
of Business and Professional Women when they adopted a specific 
resolution in support of technical assistance. 

We do not believe that the cut of $10 million proposed in this appro 
priation can be supported at this crucial time. 


UNITED NATIONS REFUGEE FUND 


We also protest the cut of $400,000 in the United Nations Refugee 
Fund. We believe that the full amount requested of $1,400,000 is 
necessary to help make the United Nations more effective in dealing 
with the victims of political, religious, and racial persecution, forced 
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to flee from their homelands and to find a permanent solution for this 
tragic situation. 

The authorization under S. 2090 of $65 million for the year 1956 for 
a contribution for the United Nations Relief Work Agency was also 
cut 85 million under the House report. 

We believe that the original appropriation requested would help 
with the care, and it is hoped, the permanent resettlement of a large 
group of Arab refugees. 

If this problem is not settled it will continue to create tensions that 
may lead to the outbreak of war in the Middle East. 


ECONOMIC DEVELOPMENT AND TECHNICAL ASSISTANCI 


Other sections are supported because they advance technical 
sistance and economic development which our federation supports. 

The cut of $21,500,000 that is recommended in support of the eco- 
nomic development and technical assistance for the United States 
programs in the Near East, Africa, Asia, and Latin America, also, 
we feel, is ill timed. 

Again I call your attention to the fact that the National Federation 
of Business and Professional Women believes that strengthening the 
economy of these regions is a vital part of our own defense mobiliza- 
tion. 

The statement which has been suubmitted to your committee repre 
sents the position of the National Federation of Business and Profes 
sional Women’s Clubs. We are alarmed at the suggested 20-percent 
cut in funds as proposed by the House. 

We respectfully urge that on this day of international impact the 
Congress of the United States should uphok l the hand of the President, 
supporting him in fact before the entire world by restoring the cuts 
contemplating ota passing S. 2090 in its original form. 

Certainly as we are on the verge of reaping the harvest of our 
foreign policy, this is not the time to change our program. 

We believe that a cut in our foreign-aid program at this critical time 
would appear or be made to appear as a weakening of our present 
position just when it is so vital for our President to be able to lead 
from strength. 

Let us recognize that the dollars cut from the appropriations re 
quested by the President may be the costliest dollars we have ever 
saved, 

This is no time for the United States to be penny proud. The Na 
tional Federation of Business and Professional Women’s Clubs, Ine. 
comprising more than 165,000 taxpayers, respectfully urges restora- 
tion of all funds and all terms of funds authorized by Senate bill 2090. 


PREPARED STATEMENT 
Chairman Haypex. Your prepared statement will be included 


the record at this point. 
Mrs. Jones. Thank you. 
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(The statement referred to follows:) 


(HE NATIONA!. FEDERATION OF BUSINESS AND PROFESSIONAL WOMEN'S CLUBs, IN¢ 
WASHINGTON, D. C. 


fo: Hon. Carl Hayden, chairman, United States Senate Appropriations Com- 
mittee. 

Respectfully submitted by: Mrs. Isabella J. Jones, chairman, National Legisla- 
tion Committee. 


STATEMENT ON 8S. 2090, MUTUAL SECURITY ACT OF 1955 


The National Federation of Business and Professional Women’s Clubs, Ine., an 
rganization of women actively engaged in business and the professions, sup 
ports S. 2090, Senate authorization bill for the Mutual Security Act of 1955. 
\ legislative platform, adopted at the federation’s national convention held in 
st. Louis, Mo., in July 1954 by representatives of its 165,000 members, organized 
n 3,000 local clubs in the 48 States, Washington, D. C., Alaska, and Hawaii, 
ucludes as item II a general directive: “Support of legislation within the 
aumework of the United States Constitution to implement a foreign policy 
hich promotes peace and national security.” 

The Senate Foreign Relations Committee, in reporting its approval of S. 2090, 
stated: “The main purpose of this bill is to continue for another year the various 
rograms of foreign military, economic, and technical assistance, which in their 
izgregate comprise the mutual-security program of the United States.” 

Our legislative steering committee therefore has approved, and our federation 
supports S. 2090. We support S. 2090 both under our general directive on foreign 
policy, stated in item II of our legislative platform and because S. 2090 relates 
o and implements each of the three planks under that directive: 

A. To strengthen and make effective the United Nations: 

B. To advance international economic development through technical 
assistance * * *; 

C. To strengthen the North Atlantic Treaty Organization. 

Ss. 2090 authorizes continuance of foreign aid, a principle endorsed by the 
National Federation since 1948. Support for the continuation of a foreign-aid 
program has grown out of membership understanding of the principle involved 
nd belief that an atmosphere of confidence and well-being must be created in 
ther countries if they are to continue to be effective partners in freedom. Articles 
n phases of the foreign aid program have appeared in our monthly magazine, 
independent Woman, sent to every member. Information on questions related to 
foreign aid has been incorporated into our national program and has been the 
subject of special study material sent to our State leaders. 

Hon. Henry Cabot Lodge, Jr., United States representative to the United 
Nations, pointed out to the Senate Appropriations Committee in testimony 
Mareh 29, 1955, the need for making United States appropriations to the United 
Nations programs on an 18-month basis due to the fact that the United States 
Government operates on a fiscal-year basis, whereas the United Nations operates 
n a calendar-year basis. The Senate’s request in S. 2090 for appropriations 
vering July 1, 1955, through December 31, 1956, will thus enable the United 
States delegation at the United Nations to make pledges at the same time repre- 
sentatives of other nations do, giving continuity and security to the development 
f the technical-assistance programs. Our federation, therefore, especially 
nd respectfully, notes and supports those provisions of S, 2090 providing appro 
‘riations for the United Nations programs. 

The National Federation respectfully requests that the authorizations of 
s. 2090 be fully carried out by granting complete appropriations requested in 
his bill to implement and make effective the Mutual Security Act of 1955. 


AMERICAN FARM BuREAU FEDERATION 
STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR 
PREPARED STATEMENT 


Chairman Haypen. The next witness is Mr. John C. Lynn, legis- 
‘ative director of the American Farm Bureau Federation. 





250 MUTUAL SECURITY APPROPRIATIONS, 1956 


Mr. Lynn. I would like to file my statement for the reeord, and 
brief it and that will save time. 

Chairman Haypen. That may be done. 

(The statement referred to follows :) 


STATEMENT OF THE AMERICAN FARM BUREAU FEDERATION REGARDING THE Appr 
PRIATION FOR 'TECIINICAL ASSISTANCE, BY JOHN C. LYNN, LEGISLATIVE DIRECTOR 


The American Farm Bureau Federation appreciates this opportunity to di 
cuss with the committee the appropriations for technical assistance. 

Farm Bureau is a farm-family organization, financed by membership dues 
a voluntary basis without a checkoff. It is an independent, nongovernmenta 
organization of farmers. by farmers, and for farmers. It was organized 
provide a means whereby farmers can work together and speak with a united 
voice on the problems which atfect them, either as farmers or citizens. At the 
close of our last fiscal vear. November 30, 1954, we had 1,609,461 paid-up mem 
ber-families in 4S States and Puerto Rico. 

We are not able to judge the exact dollars needed for each of the items in tl 
foreign-aid budget, however, we are impresseil with the magnitude of the pro 
grain being proposed for fiscal 1956 and the size of the unexpended balances, an 
believe in many instances the dollar authorizations can be reduced without 
pairing our mutual security. 

When we consider the fact that during the past 10 vears foreign grants and 
credits have amounted to about $49 billion, of which about S38 billion have beer 
in the form of gifts or crants without obligation for repayment, we shoul 
analyze these programs to make sure that maximum good is being accomplished 
for the dollars and material being expended. 

Our testimony today will be limited to appropriations for technical assist 
ance, both bilateral and multilateral. 


BILATERAL TECHNICAL ASSISTANCI 


We favor the technical-assistance program. However, we believe that the 
amount of money used in this program has been excessive and that in som 
instances it has been used as another form of economic monetary aid. This 
program should be designed to offer underdeveloped friendly nations technien 
training and demonstrational services and should not be another program for 
the extension of economic or monetary grant aid. 

Quoted below is cur 1955 policy dealing with technical assistance. 

“We favor the continuation and improvement of the technical-assistance pri 
gram as an important part of our foreign policy. This program should be dé 
signed to offer friendly nations technical training and demonstrational services 
It should not be another program for the extension of economic grant aid. 

“Technical assistance should be offered to underdeveloped countries to hel; 
them increase their production and purchasing power and thereby become pat 
ticipants in an expanding free-world economy. 

“Greater emphasis should be given to the development of resources and in 
dustries, particularly those which complement the economies of other nations 
instead of giving primary emphasis to agricultural development.” 

We should take a new look at the whole United States foreign economic polics 
The technical-assistance program, which is part of this policy, should be designed 
and oriented to take into consideration the real needs of the countries and thei 
relationship to other countries. 

This committee is directly concerned with the level of appropriations for the 
technical-assistance program. We believe that if the technical-assistance pro 
gram is designed to be one of know-how and show-how and not one for furthe! 
expansion of economic grant aid, that the dollar appropriation for the United 
Stutes technical-assistance program could be reduced. 

Since it is basically a program of training and demonstration, expenditure 
should be mainly for personnel, that is, technicians. However, in the progran 
proposed for fiscal 1956, $26.4 million of the $66.5 million requested for technic: 
assistance in Asia will be spent on supplies and equipment. This means for ex 
ample that about 40 percent of the funds requested are not for the “interchangt 
of technical knowledge and skills,” but rather for economie aid. 

There is ample opportunity under the Agricultural Trade Development Act o 
1954 (Public Law 480) for the United States to have available local currencies 
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which many of these projects can be financed, and we believe, to a much 
greater advantage, than is done in many instances through expenditures of 
lars. For example, $172 million is indicated for technical assistance for fiscal 
W56. We are impressed with the vast amounts asked for when compared to 
some of our own domestic programs. 

We would like to point out by way of comparison that the total amount cur- 

utly being spent annually in the United States for all vocational education 

aining (Federal, State, and local) is $145,951,754.10. The total annual Fed 
ral, State, and local funds being spent for the Agricultural Extension Service 

the 48 States, Alaska, Hawaii, and Puerto Rico amount to $100,617,112. 35. 
fhus the amount being asked for technical assistance is about TO percent of 
the total of these 2 United States educational programs, embracing all 48 
states and Territories and employing many thousands of highly skilled United 
States technicians. 

We believe if the economic aid is taken out of the technical assistance item 
that it can be reduced. We are not able to judge precisely the amounts, how 
ever, it is our firm conviction that the $148 million available for the bilateral 
program could be reduced by at least 50 percent if proper utilization is made of 
the funds available under Public Law 480. 


MULTILATERAL TECHNICAL COOPERATION 


We strongly support the principle of technical cooperation through multilat- 
eral organizations. We have supported appropriations for the United Na- 
tions and the specialized agencies for this purpose. We believe that the Food and 
\griculture Organization of the United Nations has done an outstanding job in 
idministering its expanded technical assistance program. 

However, we have also repeatedly expressed our concern—to committees of 
the Congress, to individual Members of the Congress, and to officials of the De- 
partment of State—over the arrangements that United States representatives 
to U. N. meetings have supported to centralize administration in the United Na- 
tions organization rather than having decentralized operations. At our annual 
meeting the official voting delegates of the member State farm bureaus adopted a 
resolution on this point. I will quote just one part of the resolution : “We oppose 
centralizing the use and administration of funds for specialized agencies in the 
United Nations.” 

I would like to explain briefly our reasons for feeling so strongly on this point. 
We believe that centralized economic planning and administration is basically 
wrong. The entire Federal structure of our Government is based on the prin- 
ciple of placing full responsibility on the individual and on local community and 
State governments and of entrusting to the National Government only those 
functions which cannot be performed by State or local governments. And in 
our Federal programs we strive to avoid centralized control because we know 
it can readily lead to dictatorial practices and infringements of the rights of 
ndividuals. These points are so obvious and so taken for granted that we 
should not need to dwell on them here. 

Another reason for our strong objection to the centralized administration of 
this work in the United Nations is that we believe these programs should be 
just what their name says—technical. 'To be successful as technical programs 
they must be governed by technical considerations only. 

Therefore, we do not want to have the control over this multilateral technical 
assistance work go to the U. N., as it has gone, because the U. N. is set up to 
deal with international political questions. We want the control over the iulti- 
lateral program in agriculture to be in FAO, which was set up for dealing with 
international technical agricultural questions. 

This, too, is a very basic point. Are these programs technical or political 
instrumentalities? We have supported them in the belief that they were tech 
nical. We might feel differently about them if we thought they were not. 

The Food and Agriculture Organization has a regular budget of about $6 
million, of which the United States contributes about $1.6 million. The authori- 
zation for FAO is fixed by Congress at $2 million. We believe consideration 
should be given to increasing this authorization, and reducing the appropriation 
for the expanded technical assistance program. We believe that this could be 
accomplished over the next 5-year period. 

In recent years the FAO has been carrying on what is Commonly referred to 
as the expanded technical assistance program. The United States contribution 
to this expanded program is about $16 million annually. This represents about 
56 percent of the total program. 
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We recommend, therefore, that in making an appropriation for the mult 
lateral technical assistance program, Congress make clear its opposition 
centralized control of this program in the U. N. and express disapproval of 
central U. N. fund for technical assistance. Instead Congress should appr: 
priate funds directly to the specialized agencies. 


TECHNICAL ASSISTANCE PROGRAM 


Mr. Lynn. We understood that this hearing was to deal primarily 
with the appropriation for the technical assistance program, fidosine, 
our statement is limited to comments with regard to that particula 
phase of the program. 

We point out here that we are not able to judge precisely the exact 
amount of dollars that will be needed for each of these programs. 

However, we are quite concerned with the magnitude of the unex- 
pended balances coupled with the request for this program in fiscal! 
1956. 

Our statement will deal with only two aspects, namely, the tech- 
nical assistance, the bilateral technical assistance program, and the 
multilateral technical assistance program. 

We have already testified before the House Foreign Affairs Com- 
mittee and Senate committee dealing with the overall subject. 

I would like to make it clear that we are for the technical assistance 
program; however, we have had the very distinct feeling, and I think 
it is completely justified, that during the last 3 or 4 years the technica! 
assistance program has been used as a method to obtain economic aid: 
we challenge the administration, we challenge the administrators ot 
this program to point out where they are using all of these funds for 
technical assistance as we understand technical assistance and as is 
defined in the present: ation of ie Stassen before the appropriate 
committees of the Congress this ye 

The $148 million for the bilater ot program, we think, is excessive 
if you are sticking to the know-how and show-how. 

We are sure there is economic aid in there. We would like to see 
that appropriation on the basis very clearly stated, military aid, mili 
tary support, economic aid, technical assistance, so that you could 
cut one of the programs off or reduce it without affecting the whole. 

I simply point out to you, Mr. Chairman, that the : amount of mone\ 
in this budget for technical assistance, both multilateral and bilateral. 
is equal to 70 percent of the total amount of money being expended 
in the United States for all of the vocational training in the United 
States, including manual arts, home economics, vocational agriculture. 
all of the extension work, State, county, and Federal level. 

There is a total of about $145 million spent in the United States 
annually for all of these programs I have enumerated. 

Chairman Haypen. By all agencies, both the Federal Govern- 
ment and States. 

Mr. Lynn. State and county and community. 

Now, there are some 29,000 people involved in these programs in the 
United States. All vou have to do is to divide the number of techni- 
cians admittedly in the field under the technical assistance program in 
the amount of money and you come out with $74,000 per technician. 

We are for the technical assistance program, but we are not for the. 
technical assistance program being used as a guide for future expan- 
sions of grant aid. 





MUTUAL SECURITY APPROPRIATIONS, 1956 253 


We believe that with the proper administration of the funds that 
are accumulating to the Treasury under Public Law 480 that the tech- 

nical assistance, that is the bilateral technical assistance program, could 
be cut and we believe it would be just as effective as it is now. 

Now, with regard to the multilateral technical assistance, we have 
always supported that; we still do. The appropriation for 18 months 
s the only logical thing to do. However, we are very much concerned 
with regard to the centralization of the administration of the expanded 
technical assistance program under FAO. Heretofore under this ex- 
panded technical assistance program, F.AO has had a fairly free hand 
in using this money and we have utmost confidence in the administra- 
tion of FHAO. We recognize it is a part of the specialized agencies 
of the United Nations, but there is a movement going on that is very 
dangerous in this regard. 

lam afraid it has already gone so f: ar as not to be able to be stopped, 
but I would dare suggest that in 2 or 3 years from now this committee 
and other committees of Congress “ill look at this situation and we 
perhaps will have some regrets. 

We are not for the economic and social council or other body in the 
United Nations in which Russia or her satellites are sitting having a 
voice in allocating United States appropriated money for this or any 
other program. That is exactly the situation we are getting ourselves 
Into. 

We strongly recommend that in making the appropriations for the 
expanded technical assistance program that it be made at $16 million 
annually on an 18-month basis, but language be clearly stated in this 
appropriation bill that the continued centralization of authority in 
the United Nations in New York with regard to the specialized agen- 
cles is a dangerous trend which we think will cause this program a 
vreat deal of difficulty in the future. 

I know this is a little different point of view than you normally 
hear with regard to this program. I hope it is taken in the spirit in 
which it has been presented. We have discussed this quite at length 
with our people throughout the country and I think I am trying to 
reflect the position of the 1,600,000 farm families in the Farm Bureau. 

We have always supported these programs, we support the foreign 
aid, but when you look at the fact that we have spent about $50 billion 
since the end of the war, we think it is time to begin to raise some 
questions with regard to this program. 

Chairman Haypen. Thank you. 

Mr. Lynn. Thank you, Mr. Chairman. 

Chairman Haypen. Mr. Reuben Johnson, National Farmers Union. 


NATIONAL FARMERS UNION 


STATEMENT OF JAMES G. PATTON, PRESIDENT, PRESENTED BY 
REUBEN JOHNSON, ASSISTANT COORDINATOR FOR LEGISLATIVE 
SERVICES 

GENERAL STATEMENT 
Mr. Jonnson. Mr. Chairman and members of the committee, I am 

Reuben Johnson, assistant coordinator for legislative services, Na- 

tional Farmers Union. 
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[ am here to present the statement of Mr. James G. Patton, presi. 
dent, National Farmers Union. 

The membership of the National Farmers Union has expressed 
through delegates to National Farmers Union conventions a strong 
and continuing interest in activities and programs which bear upo 
this Nation’s efforts to increase the economic strength, productivi 
capacity, and living standards of the free nations. Moreover, we 
look upon such programs and activities as essential to the attainment 
of peace and better living for United States citizens as well as citi 
zens of the free nations. 

Moreover, we look upon such programs as a means for promoting 
coordinated economic growth of the free world and as an essential part 
of a commonsense approach to the attainment of peace and of our ow: 
security and survival. 

Mr. Chairman, we have limited our oral statement due to the 
5-minute limitation which the committee is working. We do, how 
ever, Want to make some very brief comments concerning four items 
for which appropriations were cut in the House-passed bill, H. R. 
(224. 

DEFENSE SUPPORT 


The first item is under the heading * Defense Support.” Under this 
general heading, defense support for Asia has been cut by the House 
$52,800,000. We want to urge the committee to appropri: ite funds 
under this heading in the amount authorized by the Senate in S. 2090. 

We very frankly do not understand why the administration refers 
to the program as one of defense support. As we understand this 
program, it can more appropriately be called one of economic support 


or development. 

Possibly the administration thought that the use of the term | 
“defense” would make the program more palatable to a few economy- 
minded big-business elements whose favor they curry. But in mis- 
naming this item they have done a disservice. 

The purpose of the program is to build up the economies of Pakis- 
tan, Formosa, Korea, Philippines, Thailand, Cambodia, Laos, and 
Vietnam. The members of this committee are all familiar with the 
need for strengthening this part of the world. 

While there is little question that United States support to the 
economies of this area will strengthen the countries therein from 
a military standpoint, we do not believe that this is the only or the 
most important basis for seeking the support of the Congress of 
the United States. 

We are of the opinion, also, that the countries receiving such aid 
would prefer that the Congress of the United States support the 
program because of moral and humanitarian interests and this would, 
therefore, be better terminology for us to use. Further, we firmly 
believe that the great majority of the citizens of the U nited States 
share this view. 


EXCEPTION TO PORTION OF STATEMENT 


Senator Dirksen. Now, Mr. Johnson, before you go any further, 
it seems to me that statement on the bottom of page 1 of your state- 
ment to the effect that— 
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ssibly the administration thought that the use of the word “defense” would 
» the program more palatable to a few economy-minded big business elements 
whose favor they curry, 
is a gratuitous insult to the President of the United States and I 
think you should know it. 

Mr. Jounson. Mr. Chairman, we have just stated the situation as 
ve have seen it. 

Senator Dirksen. Yes. The committee has no patience or any 
time for that kind of statement and certainly it is not on the con- 
structive side. 

Mr. JoHnson. Senator Dirksen, we hope that the statement will 
be taken as one of constructive criticism. We think it is very im- 
portant that this program be carried forward, but we believe as 
we have stated here that it would be a much better program, it would 
be better received by the countries that are involved, if we called it 
what it actually is. 

Senator Dirksen. Well, you will find no two greater defenders 
of the program than the two Senators at this table, one who is a Demo- 
erat and one who is a Republican. 

Mr, Jounson. Senator Dirksen, let me say at this point that I, 
too, have followed the newspaper reports of your recent trip to Asia 
and some of the points that you arrived at which I understand to be 
very favorable. This type of program must be a bipartisan program. 
We recognize it and we fully support that approach. 

We certainly at this time when the President is making his trip 
to the summit do not want to leave any other impression “with this 
committee and I hope that the statement I have made at the bottom 
of page 1 does not include anyone sitting around this committee. 

Senator Dirksen. Well, sir, if I understand the E nglish language, 
it is an insult to the President who has stood up resolutely for this 
program, as you so very well know, if you have been around Wash- 
ington. 

Mr. JonHnson. I do. I certainly want to assure the Senator that 
this is not intended as an insult to the President. 

Senator Dirksen. Then I suggest you strike it from your statement 
and from the record. 

Mr. JoHnson. Senator Dirksen, when I edit my statement tomor- 
row morning, I will give consideration to doing it. 

Senator Dirksen. You can do as you please about it, but I am tell- 
ing you how I feel. I want your organization and Mr. Patton to 
know how I feel about this. 

Mr. Jounson. Thank you very much. 


DEVELOPMENT ASSISTANCE 


The second item on which we should like to comment is under the 
heading “Development assistance.” The House has cut development 
assistance for India $10 million. This is not a large cut, percentage- 
wise, 

But we urge the committee provide funds in the amount authorized 
by the Senate. There is a great need in India as well as the other 
countries, for the kind of aid to be given under the development 
assistance program. 
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Supplies and equipment of all kinds are needed to backstop pvro- 
grams of technical cooperation. Reports we have received indicat 
that response of Asian farmers to programs of technical cooperatio 
has been excellent. It is only necessary to show the advantages of 

an improved plow or a better grade of seed to create a demand for 
such items. 

Unfortunately, the supplies and equipment have not been availab| 
in sufficient qui intity to fill the need. 

Representatives of Asian countries in a recent meeting of the Food 
and Agriculture Organization of the United Nations indicated the 
need for equipment and supplies in order to follow through on recom- 
mended improvement in their agriculture. Improved productivity 
of the Indian peasant will be a source of political stability that will 
be more important in the long run than the expression of a pique with 
neutralism. 

TECHNICAL COOPERATION 


The third item on which we would like to comment. is the technica! 
cooperation. We believe there is full and complete justification for 
appropriating the $172 million authorized by the Senate. We fully 
support both bilateral and multilateral programs of technical 
assistance. 

OCEAN FREIGHT 


The fourth item on which we want to comment is the appropriation 
for ocean freight. We strongly urge that funds be appropriated in 
keeping with the Senate authorization. In fact, Senate Report 38 
expresses our feelings with respect to the need for ocean freight for 
voluntary relief shipments and surplus agricultural commodity ship- 
ments. 

The House has cut ocean freight for voluntary relief shipments 
$500,000, and for agricultural commodity shipments $3 million. We 
hope that the bill you approve will prov ide for o full Senate author- 
ization and that the full amount authorized can be retained in 
conference. 

Kneouragement of programs such as that conducted through volun- 
tary private foreign policy organizations and religious organizations 
such as CARE, is a worthy objective. We share ‘fully the views ex- 
pressed in Senate Report 383 applauding nonprofit foreign-aid 
agencies. 

Mr. Patton’s testimony was presented to the Senate Committee on 
Foreign Relations on May 23, 1955, and before the House Committee 
on Foreign Affairs on June 17, 1955. Testimony made before the 
committees dealt. with broad general principles—principles which are 
the outgrowth of continuing study and discussion by members of 
National Farmers Union. 

In order that the members of this committee may have available 
for consideration this statement, I request that it be inserted in the 
record at this point. 
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PREPARED STATEMENT 


(Chairman Hayprn. That statement will be inserted in the record. 
(The statement referred to follows :) 


THE Roap TO PEAC!I 


Statement of James G. Patton, President, National Farmers Union 


Mr. Chairman and members of the committee, the president of National 
Farmers Union, Mr. James G. Patton, is a member of the Public Advisory 
Board of the Foreign Operations Administration. He served for many years 
as a member of the Public Advisory Boards of the Economic Cooperation Ad- 
ministration and the Mutual Security Administration. 

Mr. Patton served as a United States delegate to all of the early meetings 
leading up to the establishment of the Food and Agriculture Organization of 
the United Nations and has served as a delegate to many of their meetings. 

The organization I represent here today is a member of the International 
Federation of Agricultural Producers, an organization made up of national 
farm organizations of the various countries of the free world. Mr. Patton is a 
member of the executive committee of that organization. 

The membership of National Farmers Union has expressed through delegates 
to NFU conventions a strong and continuing interest in activities and programs 
which bear upon this Nation’s efforts to increase the economic strength, produc- 
tion capacity, and living standards of the free nations. We look upon such 
activities and programs as essential to the attainment of peace and better 
living for United States citizens as well as citizens of the free nations. More- 
over, We look upon such programs, not as foolhardy benevolence, but as a com- 
monsense approach to the attainment of peace and of our own security and 
survival. 

We are convinced that farmer-members of the IFAP organizations in other 
nations have similar interests to those of farmers in the United States. Basie 
among their desires is the goal of peace and mutual understanding between 
nations of the free world and the hope that the community of free and democra- 
tic nations will grow in number. 

The true feelings of members of National Farmers Union can perhaps be 
expressed by quoting a segment of our program: 

“We reaffirm our support for United States efforts to assist in the develop- 
ment of a coordinated program of aid to relieve hunger and suffering, and for 
expansion and strengthening of the national economies of the democratic nations 
in ways that will not destroy the principle of self-determination of people. The 
United States should help these nations to develop economic conditions that will: 

“(a) Create an international community of economic effort for Common pur- 

hun- poses, avoiding the extremes of either forcing unwanted policies on others as 
ions a condition of our help, or of undertaking actions ourselves in the absence of 
ane. appropriate efforts in the countries that participate ; 

; ‘(b) Promote material well-being and allow employment, production, trade 
aid and investment in ways that will enrich human life and eliminate economic 
Weaknesses that threaten political stability and inevitable’ totalitarian 
on imperialism ; ‘ 
sh an “(¢e) Afford all democratic nations increasing opportunities for economic 

growth and improving standards of living in ways which will operate so that 
the economic gains are distributed equitably within countries; and 
are “(d) Attract peoples and governments toward the democratic system of politi- 
a cal freedom. 

“To attain these objectives we support continued international economic nego- 

tiation; increased United States contributions to the specialized agencies such 
ible as the Food and Agriculture Organization, and expansion of United States foreign 
the economic assistance and of the program by which our advanced technological 
knowledge of farm know-how are made available to other nations to assist them 
to increase the efficiency of production and marketing and to improve their agri- 
cultural land tenure systems, eliminate colonialism, and reform economic and 
social structures. 

“* * * There are today two major obstacles to the attainment of true world 
brotherhood and permanent peace. One is the continued existence throughout 
the world of colonialism and other uncorrected and indefensible evils which 
provide the seed bed for agitation, uprising, and revolt. The other is the fact 
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thai the rulers of the Sey iet Union, instead of cooperating to end these condi(i 
under free gover iment, have revealed imperialistic world aims and a d termi 
tion to exploit ev: ry Wrong for their own imperialistic purposes. We must w. 
tO ease and ultimately to end starvation, exploitation, feudalism, di tatorshj) 
bad land tenure Systems, disc rimination, and all other injustices and threats t 
world peace.” 





















yHrle strongly favoring Programs of technica] Assistance and 
velopment unde; the mutual security bill, we hay 
armed streneth amone the free nations. In this connection, we Support 
action of the Senate and Foreign Relations Committee, concurred in by th, 
Senate, Providing $1.4 billion for military 
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assistance and %317 million for dir 
forces support, 

The United States Must recognize and make clear to other nations that th ‘l 
common def nse against imperialistic communism requires the development. }) SI 
every free nation of a reliable modern defense force prepared to act in concer ! 
With defense forces of other Honcommunistie nations to bring any ageressor ft, ( 
trial before world Opinion. Such a program necessarily includes the accept h 
ance by the United States of the major financin) burden for the acquisition an is 
maintenance of Inilitary hardware in most nations outside of Europe. re 

United States economic program must, of course, be geared to this reality ni 
We believe this has heen accomplished in the Senate passed bill. li 

STRENGTH THROUGH HUMANITARIAN CONSIDERATION s 
~] 

We ree nize, also, that strength can come to the free world through mors 
and humanitarian considerations as well. In many cases better nutrition «ar 
Clothing for low-income people can be a more potent peace builder thar i 
armanents, 

National Farmers Union emphasizes the great important and decisive rol 
that abundant United States food can Play in building friendship and support 
for the United States on a permanent basis. We Strongly support action of the on 
Senate Foreien Relations Committee in earmarking in section & (b) funds 1h 
totaling S600 luiilion over a <-year period, and the Strengthening amendments WW 
adopted during debate by the Senate. R 

With foot short Asia to receive about 68 percent of the total aid provide Ri: 
under the Senate bill, it is clear that our abundant food is Just as much if poy , 
more of an asset as military hardware. United States abundant food, Widely - 
abhorred by Secretary Benson, is the tnswer to the threat of “stomach com ae 
munism” with its false promises of enough to eat in the lesser developed Asiatic a 
nations, gn 

In one era of this comparatively young nation’s history, only about 75 years ad 
azo, in fact, the Colt revolver in the belt of the frontiersman Was known as the 
the equalizer. The mere sight of it was thought to discourage attack. This we 
era, however, was Short lived. The search for peace by our forefathers av r 
companied by the growing confidence in the ability of a young democratic Natio; ane 
to pass fair and just laws put an end to the Colt revolver as a Symbol of equality the 
or strength. nat 

The Colt revolver of 75 years ago is gone but in its place and in a differen iste 
setting, we have the atomic, the hydrogen and, now, we read of the U-homb hr 
These weapons have taken on the symbol of equality and Strength which in an has 
earlier day belonged to the Colt revolver. The U homhb, particularly, wi the 
understand does hot require a nation to have huge Stockniles of bombs nor ever "eh 
costly manufacturing plants. The little hations can make them, too. hely 

While we are fully aware of the desirability of military strength, we submit thre 
that it is a mistake fo use economic assistance to bait underdeveloped nations ced 
into wearing our “Six-shooters.” We ought to fully realize that poverty and \" 
ignorance are hand-maidens of the Communists and that programs to raise und 
Standards of living and education are as much a part of a program for peace by { 
as military armament. There are certainly no more important coneerns ti poss 
men and women of the free hations than the improvements of their living stand Po i 
ards. We should take advantage of their primary urge to strengthen the bonds of t 
that unite us in the struggle for peace, seri 

We like to think, Mr. Chairman, that the mutual security program is a concrete rOVE 
step toward peace and that, like our frontier citizens of 75 years ago, we M 
be able to continue Dassing whatever laws that 





are necessary to bring and pre 





serve peace, 
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HOOVER COMMISSION 


We feel strongly that the Hoover Commission in its report on overseas eco 
» objectives of the mutual security 


llv with Congressman Chet Holi 


rik FOUR FREEDOMS 


President Roosevelt, addressing Convress on January 6, 1941, spoke of free 
om——freedom of the kind which we believe is earnestly sought by most of the 
\sintic nations represented at the Bandung Conference. I quote as follows: 

“We look forward to a world tounded upon four essential human freedonis, 
The first is freedom of speech and expression—everywhere in the world. The 
second is freedom of every person to worship God in his own way—everywhere 
in the world. The third is freedom from want—which translated into world 
ers, means economie understanding which will secure to every nation a 
healthy, peaceful life for its inhabitunts—everywhere in the world. The tourth 
is freedom from fear-—which, translated into world terms, means a worldwide 
reduction of armaments to such a point and in such a thorough fashion that no 
nation Will be in a position to commit an act of physical aggression against any 
neighbor—anywhere in the world.” 

Mr. Chairman, these four freedoms, we are convinced, are the kind of freedoms 
soneht by many of the nations represented at. thr indung Conference We 
submit that they are good yardsticks by which to measure the legislation you 
re considering. 

United States farmers and most other United States citizens, we firmly be- 
ieve, want the inhabitants of other nations to be free from oppression and 

rauny and to enjoy a better life and be able to earn a better living. 

The country’s historic documents of liberty reflect the natural processes of 

tending the freedom of the individual to even wider groups, of expanding the 
content of freedom, and of readjusting it to the new and changing needs of 
society. In this connection, we support the establishment of a Democratic 
World Economie Union, composed of nations that will subscribe to the kind 

democratic rights and privileges set forth in our Constitution and Bill of 
Rights, which are, of course, examples of documents which resulted in extending 
cue (reedoim of the individual to greater numbers. 

Until such time as a Democratic World Economic Union can be established and 
put into operation, we are convinced that the policies of the United States, 
operating through the foreign economic agencies, the United Nations and the 
specialized agencies, such as Food and Agriculture Organization, should be 
adopted to coincide as nearly as possible with the kind of economie program for 
the free world as would be developed if such an economic union of democratic 
nations were in existence. 

That is to say, we feel that the largest possible proportion of our technical 
assistance and economic development programs should be implemented through 
the agencies of the United Nations. Moreaver, we are convinced tuat those 
parts of these programs that cannot under current conditions be best admin- 
istered through the United Nations should be carried out as fully as possible 
hrouch the voluntary private foreign policy organizations such as CARE. This 
has two advantages, we feel. First, it helps overcome the appearance, as well as 
the actuality of economic imperialism. Second, we are convinced that we can 
he more fully assured that the people in other nations who need our economic 
help most will be more likely to receive it if such programs are administered 
through private relief organizations than by government to government pro- 
cedures. 

We want to particularly support the technical assistance program conducted 
under the auspices of the United Nations which is provided for in the bill passed 
hy the Senate. There is a need, in our judgment, for action which will make 
possible a United States pledge in November 1955 for the 1956 calendar year. 
To accomplish this will require that $8.5 million be authorized for the last half 
of the 1955 calendar year and $15.5 for the 1956 calendar year. It would be a 
serious mistake for the United States to cut this program in which 75 different 
vovernments have pledged $100 million since 1950. 

Mr. Chairman, we appreciate the opportunity to express our views before you 
on the mutual aid bill. 
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COOPERATIVE LEAGUE OF THE U, S. A. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE 


GENERAL STATEMENT 


Chairman Haypen. The next witness is Mr. Wallace J. Campbell, 
director, Washington office, Cooperative League of the U.S. A. 

Mr. Campsety. I am director of the Washington office of the Co- 
operative League of the U.S. A. The league is a national federation 
of consumer, purchasing, and service cooperatives with a direct mem- 
bership of 2 million farm and city families who are affiliated with 
regional cooperative associations. We also include in membership 
the Credit Union National Association with 8 million members in the 
United States and the National Rural Electric Cooperative Associa- 
tion with 3.5 million farm families in membership. 

The C ooper ative League is happy to express its support of the 
bill now before you and to urge particularly the : appropriations au- 
thorized for technical assistance and developmental assistance as set 
forth in the bill. 

Among our membership we have found extraordinary support for 
these programs. Technical cooperation and economic assistance, our 
members feel, have been the most vital and constructive part of the 
United States’ foreign policy over the last 5 years. So important is 
this program in creating a climate of lasting peace that we feel the 
program should not only be wholeheartedly supported, but expanded 
and enlarged. 

In this ‘light the $24 million authorized for the United Nations 
technical assistance program is a very modest figure, indeed—all the 
more so considering that this is to be an 18-month appropriation. 
This is truly a cooperative United Nations program to which 65 
countries are contributing funds for the work of experts from 63 
countries on projects in 71 countries. This joint effort to eliminate 
disease, poverty, famine, and iiliteracy in the less developed areas 
of the world is indeed a positive step for peace. 

We likewise support the request for $1.5 million for the Organiza- 
tion of American States for technical assistance work in the Latin 
American countries. 

The technical cooperation program of the International Cooper- 
ation Administration is of equal importance. The $125 million ap- 
propriated by the House seems very small compared to the tremendous 
need. In fact, we strongly urge appropriation of the full $146.5 
million requested by the President and authorized by the Congress. 

Two recent illustrations point up the importance and prev ventive 
character of these technical and economic assistance programs. A 
representative of CARE told us on return from Indochina a few 
months ago that a full-fledged economic and technical assistance pro- 
gram in Indochina 3 years ago might have prevented northern Indo- 
china from falling to the Communists. This could have been accom- 
plished at lower cost than the military aid rushed in too late. 

On the other hand, the hard-hitting, well-administered program of 
technical assistance carried on in Iran over the last several years has 
been openly acknowledged as a major factor in keeping Iran from 
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knuckling under to Communist pressure when revenue from the oil 
resources of that country was cut off a few years ago. 

We enthusiastically endorse the $172 million authorized for develop- 
mental assistance as well as the $100 million special fund for Asia. 

We strongly support the full amount of $1.4 million authorized for 
the U. N. Refugee Fund and the $12.5 million requested for the Inter- 
governmental Committee on European Migration. 

The authorization of $14.5 million to the United Nations Children’s 

Fund is certainly well warranted. 

We feel the cuts in appropriation for ocean freight have been penny- 
wise and pound-foolish in the very real sense of the word. This is 
particularly true because over the last several years the repayment of 
ocean-freight charges to voluntary relief organizations has stretched 
the volunta ary contr ributions of American citizens very greatly. This 
ie not only an important economic saving to the Government of the 
United States, but it also has a tremendous psychological value in 
stimulating further person-to-person help of people overseas. 

I would like to say at this time, personally, that I have served as a 
member of the board of CARE for the last 9 years and that we on 
the board of CARE are greatly appreciative of the work of the 
Appropriations C ommittees and the C ongress, in providing this 
freight repayment for overseas shipments, because it has made it 
possible for us to do a tremendous amount, more than we could have 
done with the contributions of American individuals. 

The House Appropriations Committee made a serious mistake 
based on a technicality. The Agricultural Trade and Assistance Act 
was passed by this body just about a year ago. Several governmental 
agencies were involved in the planning and development of the 
program. The result was that it took 5 months before any substantial 
amount of the freight appropriation was used. In actual fact, where 
the House committee report says it is allowing as much for freight 
payments this year as it did last year, actually it is appropriating 
for the coming year just the equiv alent of 7 months of actual operation 
last year. The program is rolling now and is an extremely valuable 
program. The appropriation should be more than it was last year, 
and it is reasonable to base it on a month-to-month amount measured 
in terms of actual operation these last 7 months. 

With these factors in mind we very strongly urge restoration of the 
$13 million authorized for ocean freight payments in connection with 
distribution of agricultural sur pluses abroad. This has been cut by 
the House to $10 million. With equal vigor we urge that the appro- 
priation be restored to $2 million instead of $1.5 million for the con- 
tributions to payment of ocean freight for voluntary relief agency 
shipments. 

SUSPENSION OF CARE OPERATIONS 


Senator Dirksen. CARE has suspended some of its operations now, 
as I recall, has it not, to some countries? 

Mr. Camppeti. That is right. We have cut out distribution in 
most of Europe because the recovery there has been enough so that 
there is not the great need in Europe that there was. 

We are now ‘doing most of our concentration in Korea, Vietnam, 
Laos, India, Pakistan, Israel, Yugoslavia, and Egypt. 
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We have a big program in Egypt, where we will actually be dis 
tributing agricultural surpluses to 2 million Egyptian children i) 
the school-lunch program. It will be the largest voluntary progran 
ever undertaken overseas. It is made possible because of the use 
of the agricultural surpluses and because the administration is raising 
funds to administer it. 

VALUE OF SHIPMENTS 


Senator Ettenprer. What is the value of your shipments? 

Mr. Camrretn. This last year the value of the shipments is esti- 
mated by our staff at $43 million. T checked the figures just this 
morning with the CARE office in New York. We have recovered 
$2,107,000 in ocean-freight costs. That has been a very great help 
in distributing the $48 million worth of goods. 

Senator ELLenper. Does the amount you are asking for cover exclu 
sively the shipments made by CARE? 

Mr. Camprett. No; CARE is just one of many agencies that are 
distributing this. I use these figures only because I am familiar with 
it. There is also the Catholic Welfare Conference, Church World 
Service. 

Senator EiienpvEr. Do you know the value of the shipments that 
are taken over by virtue of this appropriation, the $13 million you 
are now asking for? 

Mr. Camppety. I don’t know that. I think there is someone here 
from the American Council of Voluntary Agencies who may have 
that figure or it could be secured from the office in the new TCA; which 
is responsible for voluntary organizations. 

The best figure I have heard is that with the dollars spent on ocean- 
freight repayments we actually are delivering about $1514 million 
worth of goods overseas. 

So it is a very great help. It does a psvchological job in encourag 
ing the American | people to contribute to our dollar food crusade which 
we staged last year in which people contributed a dollar. 

We actually distributed many dollars worth of foodstuff which 
came from the agricultural surpluses. 

As a matter of fact, in this coming year the voluntary agencies 
such as CARE and the religious organizations will be shipping less 
and less to Europe, more and more to Vietnam, Korea, and other 
areas. Freight costs to our splendid voluntary organizations will 
actually be greater this year than last. 


GENERAL RECOMMENDATIONS 


To make a few general recommendations : 

1. We are happy to continue our enthusiastic support for the use 
of land-grant colleges and similar agencies in carrying out technical 
cooperation programs. 

. We would, in addition, urge increased use of voluntary — 
izations to supplement the work of the United States and U. 
technical-cooperation programs, all of which we support. The use i 
such voluntary organizations as CARE, the American Friends Service 
Committee, and others, can often be more advantageous than direct 
governmental programs, and such use adds another important way 
of helping people to help themselves. 
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With mounting agricultural surpluses in this country, we urge 
it every effort be made to make effective use of those foodstutts 
i such a way as to increase the possibilities of permanent peace. To 
‘les these foodstuffs to waste while people are going hungry is to 
iid to world mistrust and misunderstanding rather than to : allevi li ite 
We can help ourselves agriculturally and perform a major task 
n behalf of world peace by using these foodstuffs in areas where they 
will not undermine either our own or allies’ overseas markets. 
We are sure that can be done without destroying those markets. 
Chairman Haypen. Thank you for your statement. 
Mr. Campbetnt. Thank you. 
Chairman Haypen. Mr. Andrew Rice, representing the American 
Veterans Committee. 


AMERICAN VETERANS’ COMMITTEE (AVC) 


STATEMENT OF ANDREW E. RICE, REPRESENTATIVE 
PREPARED STATEMENT 


Mr. Rick. Mr. Chairman, I shall submit my statement for the record, 
and highlight it orally. 

Chairman HaAypEn. Very well. 

(The statement referred to follows :) 


STATEMENT OF ANDREW E. RICE, REPRESENTING THE AMERICAN VETERANS CoM- 
MITTEE (AVC) IN SUPPORT OF THE MUTUAL SECURITY APPROPRIATIONS BILL FOR 
1956 (H. R. 7224) 


Mr. Chairman and members of the Committee, three and a half months ago I 
had the privilege of appearing before this committee in support of a supple- 
mental appropriation for the United Nations technical assistance program. 
On that occasion the committee recognized the important stake which the United 
States has in the successful operation of this program and reported favorably the 
full amount requested for the United States contribution. 

This action by the committee last April did much, it seemed to us, to create 
greater public understanding and confidence in this program of mutual inter- 
national assistance. This understanding in turn has been reflected in the ap- 
proval a few days ago by the House of Representatives of the full amount re- 
quested for the U. N. technical assistance program for the coming 18 months. 
We of the American Veterans Committee are glad that, just at this time when 
the whole world has focused its attention on the U. N.’s first 10 years, one House 
of Congress has thus demonstrated its support of the U. N. in such a tangible 
fashion. We know that this committee and the full Senate will follow suit. 

I would like to eall the attention of this committee, however, to certain areas 
in which the amounts approved by the House have fallen short of the amounts 
previously authorized by the Congress. (Of the cut in the military assistance 
funds, we as laymen can say little except that a 20-percent reduction seems on 
the surface to be a drastic curtailment of a program on which the security 
of the United States is so largely based. We hope the committee will carefully 
consider this. ) 

One of the largest cuts proportionately was in the bilateral technical cooper- 
ation program where the amount appropriated was only $150.5 million compared 
to the $172 million authorized. In thus reducing funds by 12% percent, the 
House actually cut them to a level below the $152 million appropriated 3 years 
ago for fiscal 1953. At a time when increasing emphasis is being placed on the 
underdeveloped areas of the world in our total mutual security program, it 
seems odd that the technical cooperation program, the very backbone of our 
long-range concern with the developing free countries, should be thus curtailed. 
Similarly we question the wisdom of the $10 million reduction in development 
assistance funds for India. 
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A serious mistake was made by the lower House, we believe, in cutting in half 
the appropriation for the President’s Fund for Asian Economic Development, 
This fund, for which $200 million was authorized, represents a bold new recog. 
nition of the importance to the United States of building the economies of the 
countries in the ‘tare of free Asia.” The Bandung Conference last April vividly 
demonstrated the new regional awareness in Asia. The United States, it seems 
to us, should give every encouragement to the development of continental soli- 
darity among the non-Communist nations. To reduce the appropriation below 
the relatively modest amount authorized for the President’s fund would give 
those nations the impression that the United States was backtracking on its 
oft-expressed concern with Asian development. We hope this committee will 
restore the $100 million eliminated by the House. 

Finally we note that the House reduced the United States contribution to the 
United Nations Refugee Fund by nearly 30 percent. The American Veterans 
Committee has long been deeply interested in working toward permanent solu- 
tions to the refugee problem created by World War II and the cold war. The 
House Appropriations Committee gave no explanation for its cut in this United 
States contribution, which would amount to only one-third of the fund’s total 
resources. We trust that this committee will recommend the full appropriation 
for this deeply humanitarian program. 

The American Veterans Committee believes that the bill before you today, 
H. R. 7224, with additions such as we have suggested, represents a solid patriotic 
approach to meeting America’s obligations toward maintaining a world of peace 
and freedom. 


TECHNICAL ASSISTANCE PROGRAM 


Mr. Rice. I had the privilege of appearing before this committee 
about 314 months ago in connection with the supplemental appropria- 
tion for the United Nations technical-assistance program. At that 
time the committee recognized the important stake that our country 
has in that program, recommended to the Senate the full amount 
requested by the administration. 

[ feel the action of the committee at that time focused public atten- 
tion on the importance of this program and the result has been that 
this year the House of Representatives instead of cutting the amount 
requested has voted the full amount. 

To this committee I want to express the gratitude of our organiza- 
tion. 


HOUSE REDUCTIONS 


There are a few areas in which cuts were made by the House, which 
seemed to us unfortunate. I shall not speak of the military appro- 
priations. I think as laymen we are not equipped, but as veterans we 
are very much concerned at the large cut made by the Tlouse, and we 
hope very seriously that this committee will reexamine, that cut 
carefully. 

A cut was made in the bilateral technical cooperative program which 
cut the amount appropriated to only $150.5 million. This was a redue- 
tion of 1214 percent and brought the figure below the $142 million 
appropriated 3 vears ago. 

It seems to us very unfortunate to be going backwards in our tech- 
nical cooperative program. Certainly we should try to keep it at the 
same level. 

In view of the fact that we are now able to reduce so markedly our 
aid to Europe, it seems to us this should be the time probably to 
increase our aid to the underdeveloped countries. 

The same thing seems to be true in connection with the cut of $10 
million for the Indian development assistance fund. We believe it 
was wrong, unfortunately, for the House to cut in half the amount 
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requested for the new fund for Asian economic development. This 
fund for which $200 million was requested represented a bold new 
United States approach to the whole “Arc of Free Asia,” in an attempt 
to create a regional awareness in Asia. 

We feel that to reduce the appropriations below the relatively 
modest amount which was authorized gives the impression that the 
United States may be backtracking on its often expressed concern with 
Asian developments. We hope that this committee will restore the 
$100 million eliminated by the House. 

Finally we hope also that the committee will restore the cut which 
was made by the House in the United Nations refugee fund, a cut of 
nearly 30 percent. 

Since the appropriation amounts requested amounts to only $1,400,- 
QUO, this is only one-third of the funds total resources, a cut of this 
magnitude would seriously cripple this very important humanitarian 
program, one in which we as veterans are perhaps familiar with more 
than many because it grew out of the World War II period and to 
some extent the cold war, and Korean war periods. 

In general, the American Veterans Committee endorses the legisla- 
tion before vou, H. R. 7224 and with the additions such as we have 
suggested we believe that it represents a solid and patriotic approach 
to meeting America’s obligations toward maintaining a world of peace 
and freedom. 

Chairman Haypen. Thank you for your statement. 

Mr. Rice. Thank you, Mr, Chairman. 

Chairman Haypen. Wilmer A. C ooper, Friends Committee on Na- 
tional Legislation. 


FRIENDS COMMITTEE ON NATIONAL LEGISLATION 


STATEMENT OF WILMER A. COOPER, ADMINISTRATIVE 
SECRETARY 


PREPARED STATEMENTS 


Mr. Coorer. Mr. Chairman, I will submit this statement for the 
record, and | would like to make a few comments, if I may. 
Chairman Hayprx. You may do that. 


(The statement referred to follows:) 


STATEMENT OF WILMER A. COOPER, ADMINISTRATIVE SECRETARY OF THE FRIENDS 
COMMITTEE ON NATIONAL LEGISLATION 


My name is Wilmer A. Cooper. I am administrative secretary of the Friends 
Committee on National Legislation, 104 C Street NE., Washington 2, D. Cc. I 
appear here today as spokesman for our committee, though in this capacity I do 
not assume to speak for the entire Society of Friends (Quakers). The demo- 
cratie character of our religious body does not lend itself to the formulation of 
official positions which can be represented in behalf of our entire membership. 
However, the views expressed here do represent those of a substantial portion 
of our constituency, and, I believe, represent the basic religious faith which 
motivates the Society of Friends. 

We believe that in the majority of legislation which comes before the Congress 
of the United States religious, moral, and humanitarian values are involved. 
We believe it is the responsibility of the churches of America, together with all 
our citizens who approach life from a religious and moral perspective, to be 
concerned about these fundamental values in both the substance and form of our 
national legislation. The specific mutual security bill before this Appropria- 
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tions Committee is a money bill, but if is no less a bill which has implicit in 
it the very values to which I refer. Indeed, we believe that love and justice 
are not pious and sentimental words to talk about, but are values which can 
be implemented in the lives of men and nations by means of the dollars which 
you are called upon to appropriate. 

More specifically, I appear here in support of generous appropriations of 
money for all aspects of the mutual security bill which have to do with technical 
and development assistance programs, both bilateral and multilateral, together 
with the various humanitarian measures proposed in the legislation. 

(1) We want to urge this committee to appropriate the full $24 million and 
$1.5 million, respectively, requested by the administration, and voted by the 
House, for the United Nations and Organization of Ameriean States technical 
assistance pregrams. 

(2) Though we favor as much of our technical-assistance aid be channeled 
through the U. N. as is feasible and wise, in addition we favor at least the $146.5 
million appropriation by the House for our liberal technical cooperation pro- 
cram. If any change is to be made in this, we would urge an increase rather 
than any further cuts. 

(3) We particularly urge that for the United Nations Refugee Fund 
(UNREF) your committee restore the cut of $400,000 slashed by the House from 
the $1.4 million requested by the President. Let me point out that although the 
United States has in the past appropriated money for the administrative ex 
penses of the Office of the High Commissioner for Refugees, it has never appro- 
priated a single cent toward the emergency relief funds administered through 
that Office. Last year the United States provided leadership in the General As- 
sembly to set up the 4-year “permanent solution program” for European refugees 
under the UNREF program, but has failed as yet to appropriate any money for 
its first year of operation. In view of this, and in view of the very sound pro- 
posal of this agency to embark upon a 4-year effort to find a “permanent solu- 
tion” for the remaining 300,000 refugees under its jurisdiction, we appeal to 
you to appropriate the full $1.4 million for the 1956 fiscal year requested by 
the President and authorized by the House and Senate Foreign Affairs Com 
mittees. 

(4) We also appeal to you to at least follow the action of the House in grant 
ing the $14.5 million appropriated for the United Nations Children’s Fund 
(UNICEF). The children’s fund is a remarkable program both in terms of 
tanvible results and the good will it has built up in the less fortunate areas of 
the world, Last year 28 million children and mothers benetited from it in 88 
countries of the world. This year the figures will exceed these numbers. Every 
doliar put into the program was matched by $1.90 from the recipient countries. 
This kind of a program not only implements moral and spiritual values in a 
tangible way, but also helps to establish the conditions for peace in the world. 

(5) We would favor the full appropriation of $182 million for bilateral develop 
mmenut assistance to other countries, which means the restoration of $10 million 
cut by the House from the authorization for India. As one witness in the House 
said, “development assistance has to be looked upon as preventive medicine,” but 
mav I add to this note of self-interest the proposition, that this development 
assistance program is not only sound economics and politics but is also sound 
from a moral and humanitarian point of view. As long as there are disad 
vautaged peoples in the world while we live ina land where our productive power 
is equal to or in some cases greater than we are able to consume, then there is 
a principle of moral rightness involved in helping less fortunate people to prepare 
themselves to produce the goods and services they need. 

Kor the same reasons we would appenl to you to evaluate earefully the desir- 
ability of restoring the cut made by the House of $100 million from the authorized 
$200 million President’s fund for Asian economic development. The importance 
of this program lies in the recognition that military strength is not enough to 
vunrantee the future security of the world. In many of the underprivileged 
areas the ideological differences of men will be settled more amicably, and 
political tensions resulting from physical necessities of life will be more likely 
relieved, if these people are provided with the means for a better standard of 
living and the opportunity to eliminate poverty, disease, hunger, and ignorance 
from their midst. In the words of one of my colleagues in testimony submitted 
to the House Foreign Affairs Committee, “we cannot buy friendship or political 
agreement, but we can help create the kind of economie conditions which will 
foster adherence to democratic principles and combat * * * economic and politi- 
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| choas * ** In many areas this will be sufficient to spell the differenc: 

etween war and peace, bondage and freedom, in the next few years 

(6) Finally, let me say a word about the Intergovernmental Committee for 
Huropean Migration (ICEKM). The funds for this 26-member-nation program, 
including the United States, are divided between adininistrative and operational 
expenses. We would favor restoration of the full authorization of $12.5 million 
requested for the United States share in the operational expenses of this program 

Permit me, Mr. Chairman, to make these concluding remarks. You will note 
that of the six nonmilitary programs to which I have referred in this mutual 
security bill, I have not once mentioned expending less than was authorized 
In every case I have pled with you to vote as much money as the House, and in 
sume cases more. For this I do not apologize. But let me say that this great 
body of which you are Meiibers, the United States Senate, had before it yesterday 

military Reserve bill, which, if enacted, will cost this country a little under 

> billion a year (according to Defense Department estimates). This is over 30 
times as much as the United States spent last year through the United Nations 
and its specialized agencies to solve the world’s problems on a nonmilitary basis. 
Last week before the Senate Armed Services Committee a representative of a 
veterans’ organization charged that organizations like ours never once offered 
to that committee any positive and workable alternative to our persistent opposi- 
tion to a growing Military Establishment in the United States. Though I do not 
wish to sit in judgment of those who differ with us on military questions, I do 
submit to you that America’s imagination, commonsense and wisdom are lacking 
if we do not see the relevance of these nonmilitary programs in a world where 
modern methods of warfare have made war itself obsolete, and where men must 
find nonmilitary means of recouciling their differences or themselves face the 
likelihood of obliteration. 

Let me close with a quotation from a very timely editorial on, “The Foreign 
Aid Concept,” in the New York Times for July 10, 1955. In part it says: “Our 
obligation to share is an intangible, but it is—and should rightly be—a part of 
our national character * * The foreign-aid program is, therefore, far larger 
than a sector on one front of a cold war. It would be just as vlid if no cold 
war existed. We would have reason to feed the hungry, clothe the naked, and 
shelter the roofless if Karl Marx had never been born.” 

I want to express my deep thanks for permitting me to appear before your 
committee. 


GENERAL STATEMENT 


Mr. Coorver. First of all, my name is Wilmer A. Cooper. [am ad- 
ministrative secretary of the Friends Committee on National Legisla- 
tion, 140 C Street NE., Washington 2, D.C. 

[ appear here today as spokesman for our committee though in this 

capacity do not assume to speak for the entire Society of Friends, com- 
monly known as Quakers. 

The democratic character of our religious body does not lend itself 
to the formulation of official positions which can be represented 1 
behalf of our entire membership. 

However, the views expressed here do represent those of a substantia] 
portion of our constituency and I believe represent the basic religious 
faith which motivates the Society of Friends. 

This testimony has to do with the nonmilitary aspect of this mutual 
security fund. I have divided in five categories the measures to which 
I wish to speak. 

The first one has to do with the general technical assistance pro- 
grams of the United Nations. We would like to ur ge you to follow the 
approval of the House in their action on the $24 million program for 
general technical assistance and the $1.5 million program for the 
Or ganization of American States. 

Secondly, we would like to urge your cooperation of the $146.5 
million program for the bilateral technical cooperative program. 
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Thirdly, and this I want to speak a little more to, having to do with 
the refugee program of the United Nations. 

As has already been mentioned several times this has already been 
cut by the House $400,000. This program is a 4-year program. It 
is a new program. 

The United States took leadership at the Geneva Assembly last year 
in helping to develop what is called the permanent solution program 
for these 300,000 refugees left in Europe. 

We urge very strongly that you give consideration to the restora- 
tion of that $400,000 cut: The total program for 4 years will cost $16 
million. This is the beginning of the program, the first year appro- 
priation. 

I would like to add to that that in the past the United States has 
appropriated money for the administrative expenses for the Office of 
the High Commissioner of Refugees, but it has never appropriated as 
yet a single cent to the program itself, to the emergency relief funds. 

This is our opportunity this year we believe to help with that aspect 
outside of the administrative expenses of the program itself. 

Fortunately, we would like to support the $14.5 million appropria- 
tion by the House, at least this much for the United Nations Chil- 
dren’s Fund. We believe this should probably be more, but we hope 
that at least it will not be cut. 

Fifth, we would like to urge your approval of the $182 million 
for bilateral development assistance. This would mean a restoration 
of the $10 million which was cut for India in the House. 

Along with this we would like you to evaluate carefully the Presi- 
dent’s fund for Asian economic development which was originally an 
authorization of $200 million, and was cut to $100 million. 

Both of these dev elopment-assistance programs, we believe, are very 
important. We believe that it is a recognition on the part of the 
administration that military strength alone is not enough to guarantee 
the security of the world. 

Finally, the last category has to do with the Intergovernmental 
Committee for European Migration. There was in the House a cut 
from $1214 million to $10 million, and we would like to urge the 
restoration of that additional $214 million cut for the operational 
expenses of that program. 

In my concluding remarks I would like to draw a comparison for 
you. Yesterday before this great body, the United States Senate, 
you passed the military Reserve bill. If this bill is enacted it is 
estimated by the Department of Defense that it will cost but a little 
under $3 billion a year to operate. This is 30 times as much per year 
as it cost the United States last year for all the funds that it chan- 
neled through the United Nations. 

soth the U. N. itself and its specialized agencies spent 30 times 
as much as this military Reserve bill will cost per year, according 
to the figures of the Department of Defense. 

I want to read here one excerpt from the concluding part of my 
statement: 

Though I do not wish to sit in judgment of those who differ with us on military 
questions, I do submit to you that America’s imagination, commonsense, and 
wisdom sre lacking if we do not see the relevance of these nonmilitary programs 
in a world where modern methods of warfare have made war itself obsolete 
and where men must find nonmilitary means of reconciling their differences 
or themselves face the likelihood of obliteration. 
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EXCERPT FROM NEW YORK TIMES EDITORIAL 


Finally may I call your attention to a very fine editorial in the New 
York Times on July 10. This part I quote: 

Our obligation to share is an intangible, but it is * * * and should rightly be 
* * * a part of our national character. * * * The foreign aid program is, there- 
fore, far larger than a sector on one front of a cold war. It would be just as 
valid if no cold war existed. We would have reason to feed the hungry, clothe 
the naked, and shelter the roofless if Karl Marx had never been born. 

Thank you very much. 

Chairman Haypen. Thank you for your statement. 

Mrs. Virginia M. Gray, executive secretary of the Citizens Com- 
mittee for UNICEF. 


CITIZENS COMMITTEE FOR UNICEF 
STATEMENT OF MRS. VIRGINIA M. GRAY, EXECUTIVE SECRETARY 
GENERAL STATEMENT 


Mrs. Gray. Senator Hayden, Senator Dirksen, I think if I will read 
my statement, I have timed it and it will go in 5 minutes. 

[am Virginia M. Gray, executive secretary of the Citizens Com- 
mittee for UNICEF. The Citizens Committee for UNICEF is an 
informal clearinghouse of legislative information for a number of 
national organizations which support continued United States parti- 
cipation in the United Nations Children’s Fund (UNICEF). Some 
of these organizations appear before you enue to present their 
views. Others, such as the following, have authorized this joint 
statement: 

American Parents Committee 

Association for Childhood Education International 

Child Study Association of America 

Child Welfare Le: igue of America, Inc. 

Friends Committee on National Legislation 

Methodist Church—Women’s Division of Christian Service of the Board 
of Missions and Church Extension 

National Board of Young Women’s Christian Association 

National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 

I might add that we make a joint statement to save the time of your 
committee, not because the other members of these organizations 
would not be very glad to come and speak in support of the children’s 
fund, too. 

CHILDREN’S FUND 


I am appearing before you to renew our plea for your continued 
generous support of the work of the Children’s Fund in the year ahead. 
Our organizations have all supported the UNICEF goal of a United 
States contribution for the coming fiscal year at the rate of a million 
a month, $12 million for the 12- month fiscal year, or $18 million if the 
appropriation is to be for an 18-month period. We supported this 
request consistently through each stage in the course of this legislation 
up to this point. Weare still convinced that such a request is a modest 
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and realistic one in terms of the need that continues to exist and ii 
terms of the economic resources of the United States. In view of 
House action in passing H. R. 7224 which includes the executive branch; 
request of $14.5 million for UNICEF for the 18 months from July 1, 
1955, to December 31, 1956, we support this appropriation as a mini- 
mum contribution to this work. We wish that the amount had bee: 
larger, in line with our request at the rate of a million a month. 

Our organizations are of the firm conviction that no work in the 
field of international cooperation offers greater promise for the future 
than this sound program of self-help. The United States is known 
in each area where UNICEF has worked as one of the most important 
sponsors of _ program. It would be unfortunate indeed at this 
critical period in East-West relations for the United States to allow 
its position of “ adership to be weakened. On the contrary a sub 
stantial appropriation from the United States would be additional 
evidence of our confidence in this work and of our awareness of the 
increasing strides being made by other contributing governments to 
raise an ever larger share through the stimulus offered by the United 
States matching formula. To show the extent of the growth of gifts 
from governments other than the United States, we have the fact ‘that 
their contributions increased 19.3 percent in 1954 over 1953, Estimates 
for 1955 indicate the increases over 1953 will amount to 52.7 percent. 

We urge a general United States contribution for the following 
reasons: 

The needs of the world’s children are so great : About 600 million 
children live in areas where inadequate health and nutrition standards 
threaten to deprive them of an opportunity to develop into normal, 
healthy, self-supporting adults. Projects approved by UNICES for 
1955 will bring food, medical care, and other aid to over 32 million. 
These figures are impressive, of course, but they represent only a small 
proportion of the critical needs of so many children. 

2. Important and urgently needed projects await the necessary 
funds: Work on the treatment of leprosy in French Equi: itorial Africa 
and Gambia and Thailand, on yaws in the Gold Coast and Nigeria 
among others, on trachoma control in Morocco and Indonesia, on 
tuberculosis through administering BCG shots to children in Cambo- 
dia, Ceylon, and Vietnam: these are the dramatic attacks on ancient 
diseases that have n» place anywhere in the 20th century. 

Equally important are nutrition programs that reach especially the 
children from 1 to 6 who have been found to be the most seriously 
affected group in the population in many areas. 

Perhaps the sense of urgency 1s gr atest of all in regard to malaria 
eradication program in the Americ ‘as. Mexico, with “9 / 3 of the un- 
protected population in the Western Hemisphere, has requested help 
in such a program. 

UNICEF is a voluntary, cooperative program of self-help: 
UNICEF operates under certain well-established rules. Each coun- 
try desiring assistance must first request aid and must be able to give 
satisfactory evidence that it will be able to develop and continue the 
program on its own initiative after the UNICEF part of the work has 
been terminated. In addition, each assisted country must agree in 
advance to contribute in goods or services an amount equal to the 
UNICEF contribution. Projects begun on such sound foundations 
have every promise of fulfilling their objectives. 
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. UNICEF supplements the aims of United States foreign aid in 
vene —— The children’s fund concentrates on assistance to the same 
reas where United States foreign aid is ecdotninensiad to wes ‘The 
are of free Asia, the Middle East, Africa, and Latin America. Being 
the only program devoted solely to children, UNICEF's work supple- 
ments the broad objectives of United States assistance. 

5. A contribution of $12 million is in line with our economic 
resources: ‘Two important relationships are often overlooked in dis- 
cussions of the United States role in UNICEF. The first is that, 
while the United States contribution to the central fund of UNICEF 
was limited last year to 60 percent of the total given by all govern- 
ments, this does not mean that the United States carries the burden 
of over half of the aid given. A more realistic view is that the United 
States contribution is under 18 percent of total aid made possible 
through UNICEF when all funds, including local contributions of 
the assisted country, are counted. Such a percentage Is certainly 
not out of line with our resources. 

A second type of comparison can be made on the basis of per capita 
contribution. If there were a $12-million ee for the com- 
ing 12 months, the per capita share would be 7.5 cents. Last year 
the United States give 5.2 cents per capita, and, contrary to opinions 
held in some quarters, did not rank first at all. New Zealand gave 
10.3 cents per capita; Australia, 5.1; Iceland, 4.1; and Thailand, 2.1. 
The rate for other countries ran somewhat less, but if an attempt is 
made to compare the contributions on the basis of per capita income, 
the relative size of gifts from other governments takes on much greater 
significance, and, in a comparison of this sort, we find that the Dnited 
States ranks 17th. 

In conclusion, may we urge you, the members of this committee, 
who share with all of us a firm belief in the tremendous value of 
UNICEF's work, to reassert the leadership of the United States Gov- 
ernment and the American people in this great humanitarian under 
taking by appropriating the fullest possible amount for the coming 
fiscal year. In contrast to other programs you are considering in the 
mutual security bill, the amount of money involved in this contribu- 
tion to the children’s fund is relatively small. It will cost each of us 
in the United States less than six-tenths of a cent a month. Surely 
it is worth it when UNICEF will take food, medical care, and other 
aid to more than 32 million children this year. Yet, when we re- 
member that every 20 cents added to the children’s fund can mean 1 
more shot of penicillin, 1 more child cured of the horrible ulcers called 
yaws, we know that all of us must do all that is humanly possible to see 
that the child receives that single health-restoring shot of penicillin; 
we must all support the fullest. possible appropriation for this great 
work. 

Thank you very much for the privilege of appearing here this after- 
noon, 

Chairman Haypen. Thank you. 
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NATIONAL CONGRESS OF PARENTS AND TEACHERS 


STATEMENT OF MISS ELIZABETH FARWELL, MEMBER, 
WASHINGTON COMMITTEE ON LEGISLATION 


GENERAL STATEMENT 


Miss Farweti. Mr. Chairman and members of the committee, I 
am Elizabeth T. Farwell, a member of the Washington Committee 
on Legislation for the National Congress of Parents and Teachers. 

I am submitting this statement for Mrs. Clifford N. Jenkins, chair- 
man of the committee. I am most appreciative of this opportunity 
to appear before you today to represent the National Congress of 
Parents and Teachers, which is a volunteer group with nearly nine 
and one-half million memberships. 


UNITED NATIONS CHILDREN’S FUND 


Our large membership has maintained its continued strong support 
of the United Nations Children’s Fund since its inception in 1946, 
This year we have urged the appropriation of a million a month 
for UNICEF, for the following reasons: 

1. We believe that the future welfare of our own children will depend 
to a large extent on the health, welfare, and education of children in 
the underdeveloped countries. 

2. We believe that the United Nations Children’s Fund is an out- 
standing example of a self-help program wherein the nations request- 
ing UNICEF aid have contributed matching funds or better and are 
taking over the programs as fast as their economies and know-how 
will allow. 

3. We believe that in this period when our Government is working 
to achieve the formula for an enduring peace, we should be willing to 
contribute the money requested for this program for the children with 
whom our children will face adulthood. 

For these reasons, then, the National Congress of Parents and 
Teachers reiterates its strong support of this program and its request 
for a million a month for UNICEF, so that projects which have re- 
ceived UNICEF endorsement can be carried through. 

Tf this request cannot be granted, we strongly recommend that this 
committee consider the administration recommendation of a $14.5 
million appropriation for UNICEF as an absolute minimum for the 
18-month period from July 1, 1955, to December 31, 1956. 

The United States is universally recognized and admired as one 
of the leading sponsors of this humanitarian program. Our organiza- 
tion feels that for a relatively small amount, we are reaping an effec- 
tively large return in benefits to all children. We believe that all 
children are our children, wherever they may live. 

Chairman Haypen. Thank you very much for your statement. 

Miss Farweixi. Thank you, Mr. Chairman. 

Chairman Haypen. Mr. Rodes. 
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STATEMENT OF ROBERT EMMET RODES 


GENERAL STATEMENT 


Mr. Ropes. Mr. Chairman and members of the committee, my name 
is Robert Emmet Rodes. My permanent address is 34 West 65th 
Street, New York City. I have a place of business in Casablanca, 
Morocco, where iene I had an export and import business. 

Since this committee first considered the Morocco case in 1949, you 
have recommended 4 laws and approv ed 6 reports, all intended to re- 
store free competition and United States economic equality required 
by United States treaties in Morocco. 

I am very grateful for all this. 


PREPARED STATEMENT 


[ shall not dwell on the background and history of the Morocco 
situation, since many of the committee are familiar with it. How- 
ever, L have prepared a statement for the benefit of any members 
who are not and I should appreciate your inserting it at this point 
in your record. 

(The statement referred to follows:) 


BACKGROUND OF MoroccAN TREATY VIOLATIONS, 1949-55 


Legally, Morocco is an autonomous state where French personnel perform 
treaty-specified services for the Moroccan Sultan. Multilateral treaties between 
the United States, France, and Morocco in effect require French Protectorate 
officials to maintain free competitive economy in Morocco; assure United States 
enterprise, trade, and investment in or with Morocco complete equality with 
those of France; guarantee Morocco the right to buy, sell, and obtain capital in 
worldwide competition. 

Defying these treaties French administrators have given French interests a 
near monopoly in Morocco’s trade, industry, services, and finance. Cartels and 
other monopolies, licenses, controls, and quotas are maintained. All violate the 
treaty requirement of free competition. Most of them also violate the equality 
requirement since they restrict United States but not French transactions. 


TWO 1950 LAWS ARE EVADED 


In 1949 the State Department promised Congress to end the Moroccan abuses 
by negotiation. Instead, it agreed to waive the treaties. Consequently Congress, 
in 1950, passed the Connolly amendment to the ECA Authorization Act. This 
required the ECA Administrator to end discriminations brought to his attention 
by the Department of State. When it was rendered inoperative by Secretary 
Acheson's failure to certify discriminations, Congress passed the Morocco amend- 
ment in the 1951 General Appropriation Act. 

This required aid to be withheld from France so long as Morocco “in the 
opinion of the President” failed to comply with United States treaties. Secre- 
tary Acheson announced that President Truman would not express an opinion 
until the International Court of Justice had passed on France’s patently spurious 
claim that changed economic conditions and the establishment of the French 
Protectorate over Morocco had modified United States treaty status there. The 
Department of State told Congress that United States submission to the court 
was mandatory but later admitted this was incorrect. Aid was continued to 
France just as if the amendment had not been passed. Delays were contrived 
sO that most of the restricted appropriation was paid during litigation. No 
guaranty for compliance was required. 
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RNATIONAL COURT'S VERDICT ESTABLISHES FREE COMPETITION AND UNITE} 
STATES EQUALITY 


The Court in August 1952 unanimously upheld the United States. The follow 
ing nre excerpts from its findings: 

“The principle [economic liberty without any inequality] was intended to be 
of a binding character. * * * The establishment of the French Protectorate 
* * * Gjid not involve any modification in this respect.” 

“Morocco, even under the Protectorate, has retained its personality as a State 
in international law. * * * In economie matters France is accorded no privi 
leged position in Moroceo. Such a privileged position would not be compatible 
with the principle of economic liberty without any inequality. * * *” 

“The United States can claim to be treated as favorably as France as far as 
economic matters in Moroceo are concerned.” 


FRENCH ARUSES FLOUT INTERNATIONAL VERDICT 


France had solemnly promised to abide by the verdict. However, the only 
French gesture toward compliance is that the 1948 embargo on United States 
imports, which the Court outlawed, is replaced by a measure blocking funds from 
sales of the imports. Importers of French goods may use their funds to buy 
more goods. Regulations still favor French investinents and exports to France 
over similar transactions with the United States. No American has been com 
pensated for losses caused by the 1948 embargo or reimbursed for discriminatory 
custems charges, both of which the Court found illegal. French cartels. still 
thrive; illegal customs practices continue. 


AFTER 6 YEARS ONLY MORE CONVERSATION 


In April 1954 Assistant Secretary of State Byroade told the House Foreign 
Affairs Committee: “|[Mr. Rodes’] position is that American businessmen are 
being discriminated against in Morocco, and I think that is true. * * * The 
French put out rules which we said did not fulfill the Court’s decision. We main 
tain that position. * * * I am trying to get bilateral talks between us and the 
French to try to iron this matter out” (p. 284 House Hearings on Mutual Security 
1954). 

Last year the State Department told this committee: “At present the Depart 
ment is sceking to revive conversations with the French” (p. 237 of hearings on 
H. R. 10051). 

French officials told Americans in January 1953, that conversations will take a 
long time and the French Government can afford to wait better than American 
businessmen. The I’rench press has boasted of “Our great ally’s Pyrrhie victory” 
in the International Court. 


NEW LAWS—NEW VIOLATIONS 


The 1954 and 1955 Mutual Security appropriations withhold “counterpart 
funds” from France in reprisal for these treaty violations. This was adminis- 
tered in such a manner that France found it far more profitable to continue the 
violations (after the French press announced that the Department had agreed 
to “minimize the effect” of the law). 

The 1954 Mutual Security Authorization Act requires the President to ‘take all 
reasonable measures” under the Mutual Security Act or other authority, to secure 
compliance with treaties. The Foreign Relations Committee explained this was 
enacted because “for several years the subject of United States treaty rights in 
Moroceo and their violation by France has been a matter of deep concern to 
Congress.” 

No action was taken either under the Mutual Security Act or under other au- 
thority. Assistant Secretary of State Allen told the Foreign Relations Com- 
mittee that, after asking and being refused United States permission, French 
officials had established import quotas and that 

“We immediately lodged a formal protest that this was in violation of our 
treaty rights.” 

That protest was rejected. So after all these last 4 laws, 2 appropriations 
and 2 authorizations, all old treaty violations continue and new ones have been 
ndaed 
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UNITED STATES FAILS IN DUTY TO MOROCCO 


rhe United States won its International Court case by showing that integra- 
tion of Morocco’s economy with that of France and maintenance of French cartels 
raises Moroceco’s cost of living, hurts her economy, and violates her treaty siatus 
cuaranteed by both the United States and France. It is our own treaty oblisa- 
tion to see that Morocco, as well as we, benefit from this status. Our default on 

; makes colonial people suspicious of us. It contributes to colonial dumina- 
tion which causes the present chaos in Morocco and is making it another Indo 
china. 


CONGRESSIONAL ACTION NEEDED 


Only action by Congress will render justice to American citizens and restore 
the respect for treaties without which orderly international relations cannot 
exist. Also, only Congress can settle the question whether, by persistently 
evading congressional acts, the Department of State will finally have its own 
vay—whether this case will show fereign nations and the Department of State 
that they cannot ride roughshod over our citizens’ legal rights or will encourage 
them to do so and help the Department convince Americans that appeal from its 
decisions is useless. 


LIST OF ORGANIZATIONS WHICH HAVE FORMALLY INSISTED THAT 
UNITED STATES-MOROCCO TREATIES BE ENFORCED 


American Federation of Labor, American Legion (national and Morocco post), 
Chamber of Commerce of the State of New York, Commerce and Industry Asso- 
ciation of New York, National Foreign Trade Council, Textile Export Association 
of the United States, Textile Workers’ Union of America, CIO, American Busi- 
nessmen’s Club of Moroeco. 


PRESENT SITUATION 


Mr. Ropers. Against this background I should lke to depict the 
present status of treaty violations and what I found in Morocco prior 
to leaving there last May 28. 


TANGIER FOLLOWS TREATIES 


For years Congress has tried to end trade and currency barriers, and 
stimulate United States investments abroad. All this 1s done at Tan- 
gier, in compliance with treaties which apply to all Morocco. 

Tangier economy is described by the Department of Commerce’s 
December 1954 bulletin, Establishing a Business at Tangier. Excerpts 
follow: 

The International Zone of Tangier is governed by an international administra- 
tion in which the United States participates. 


GOVERN MENT POLICY ON INVESTMENT 


The international administration welcomes and encourages all types of foreign 
private investment. This policy is clearly manifest in the virtual absence of 
Government controls or restrictions on business operations. 


BUSINESS ORGANIZATION 


Any person, irrespective of nationality, may establish and operate a business 
in Tangier without prior authorization from the local administration. Busi- 
nesses must be registered, however, with the Registrar of Commerce and a very 
nominal fee must be paid in connection therewith. 


TREATMENT OF NEW INDUSTRIES 
Since the establishment and operation of a foreign busimess enterprise in 


Tangier are facilitated by a very favorable investment climate, there has been 
little need or scope for concessions to new undertakings. 
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OTHER CONSIDERATIONS 


Many businesses have derived benefit from Tangier’s favorable location at an 
important crossroad of sea travel and as a link between two continents, its com- 
plete currency convertibility, minimum taxation, political stability, discreet 
handling of banking operations, and the facilities offered by its free port. 

However, despite these several advantages rigid trade and currency restric- 
tions in nearby areas restrain the zone’s potentials as a foreign trade hub. Thus, 
even trade with the French and Spanish Zones of Morocco, with which Tangier 
forms a single customs unit, has been adversely affected in recent years by the 
adoption in those areas of restrictions on the movement of goods to and from 
the International Zone. 


This ideal investment climate merely means that the international! 
administration is honoring the economic liberty requirement of the 
Treaty of Algeciras. In signing that treaty, both the United States 
and France guaranteed free competition to all Morocco. 

The International Court reaffirmed this in the French Zone, but 
French officials refuse to comply. 

Moroceans point out that the internal customs and currency barriers 
are as illegal as those between East and West Germany. They resent 
that the United States, both as a signer of the Algeciras Treaty and 
as a member of the Tangier administration, has not acted against 
them. They remark that we protested the German barriers, even with 
out a treaty obligation to do so. 

The Syanish Zone is far more liberal than the French. It bough 
1.114 million francs’ worth of goods from Tangier last year. Th 
French Zone, with 8 times the pure ‘hasing power, bought only 405 mil 
lion fran ics’ worth. Moreover, Spain is less guilty than France in two 
other respects. France first started the internal customs barrier: 
and Spain is not obligated by the International Court verdict. as she 
wus not party to the suit. 


RESTRICTIONS BENEFIT FRANCE AND IRON CURTAIN 


Statistics show that United States and Japanese trade thrive a 
Tangier where only competition counts, while both French and Lro: 
Curtain trade flourish on French Zone quotas, cartels, controls, and 
bilateralism. 

An interesting table follows: 


1954 imports, from selecied count? 


illions of franes with percentages of total imports into each zone] 
International zone Freneh zon 


Amount | Percent | Amount | Percent 


United Stat : , SOT 19.0 16, 206 
‘rane 24! 13.0 89, 940 
Spain ; , 241 13.0 1,570 
a n y2¢ 6.6 1, 262 

zechoslovakia i ¢ 1.0 639 
C ommunist China _ as 1 3, 894 
East Germany - -- . nS ; il 3 0 6, 893 


Source: Documentation International, Tangier, Mar. 19, 1955. 
2 Source: Conjoncture Economique, Rabat, April 1955 issue. 


You see that the United States gets 19 percent of Tangier trade, 10 
percent of the French Zone trade. 
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France gets 13 percent of the Tangier trade and 54 percent of the 
French Zone trade. 

That means that by political control they are making Moroccans 
tuke goods they could not possibly sell there in straight competition. 

Incident: ally, that certainly hurts the standard of livi ing of a “back- 
ward area.” We could help that ages of living w ithout cost to our 
taxpayers by saying to the French, “We have agreements with Moroc- 
co. We must comply with them.” 

French Zone purchases from the listed Iron Curtain countries are 
increasing steadily, totaling 2,694 against 2,392 from the United States 
and 121 from J: apan, during the first 2 months of 1955. (From April 
issue, Moroecan official Conjoncture Economique. ) 

To escape competition from Tangier’s free economy, French officials 
have separated the two zones by internal customs and currency bar- 
riers more drastic than those between East and West Germany, and 
equally illegal. 


A 


TREATY ENFORCEMENT 


Recently the Senate voted to have an executive for cooperative hous- 
ng. It required that the appointee be sympathetic with the principle 
of cooperative housing. The same reasoning should apply in enfore- 
ing Morocco treaties. 

Men out of svmpathy with such enforcement won't succeed. In re- 

ning such men, the De ee is not carrying out its mandate, 
which Congress ean on it, to “take all reasonable measures” to 
enforce these treati (Sec 13 (b) (3) of 1954 and 1955 Mutual 

Security Acts. ) 

The consul general at Casablanca is the same one who told me that 
enforcing the International Court verdict would be “asking for a 
pound of flesh,” and that, regardless of treaties to the contrary, France 
is entitled to a preferential position in Moroccan economy. 

ilis next in charge, the consul, told me that free competition cre- 
ates monopolies, that he could not believe the United States intended 
to insist on free economy in Morocco and that we must not insist that 

‘rance do anything to which she ser iously objects. He has left Casa- 

lanca, to handle Morocco matters in the ~ partment of State. 

The man who had the Washington job from 1949 until recently, 
with the negative results you are familiar with, was slated to be 
dismissed but was salvaged and given the consul’s job in Casablanca. 
The result is that, as far as Casablanca is concerned, there is no change 
as a result of the reports you have written and the laws you have 
passed. 

The Assistant Secretary about whom I complained to you has been 
replaced by a career officer with a good record who seems to under- 
stand and sympathize with our problem. 

The Director for Africa I told you about has left the Department. 

We were feeling pretty good about these changes when Joseph S. 
Satterthwaite, our Minister at Tangier, was removed suddenly and 
sent to Burma, where the Department claimed he was needed. 

I told the committee how this admittedly superior officer was relieved 
when he had charge of Africa and the Near East in 1949. The recent 
removal seems similar. 

In both cases he had defended American interests with a vigor which 
went beyond the Department average. 





278 MUTUAL SECURITY APPROPRIATIONS, 1956 


A Moy »¥) 4 


oy has just taken his place. The Department public! 

tated that he was chosen because physicians, considering his state of 

vealth, “recommended that he not be given an exacting assignment.” 

aan, else thinks the top Morocco assignment is one of the tough- 
est the Department has. If it is not exacting, it is only because 
the Department does aot intend to fight to restore the Moroccan treaty 
status. Already the Department is seriously considering giving up 
certain treaty rights at Tangier which were maintained under previous 
envoys. 

AMERICANS IN CASABLANCA 


List year State Department testimony here made much of the 
support given the Department by the American Chamber of Com- 
merce of Moroe CO. 

L found that this “American” chamber has 60 French and 12 Ameri- 
can mnembers. The chamber’s president and certain other American 
members make 6 percent on many United States imports by cireum- 
venting the regulations. Although this is an additional burden on 
United States imports which French imports escape, the State Depart 
ment condones it. 

Writing from Casablanca in the March 15, 1955, Christian Science 
Monitor, Edmund Stevens, the Monitor's Mediterranean bureau 
chief—you may recall he got the Pulitzer prize for reporting on 
Russia—quotes _ chamber’s president as commending the French 
for “leniency” in applying regulations to Americans. Mr. Stevens 
states : 

Spelled out, “leniency” means that the French authorities are willing to look 
the other way while American businessinen sign false declarations on the disposal 
of funds. 

The statement makes it quite plain that this leniency is the counterpart for 
the chamber’s agreement to call off its campaign for enforcement of the Hague 
decision. 

Now, I would like to recall that several times several members of 
this committee and other Senators have been told that I sought a posi- 
tion of preference in Morocco, What I want is competition in Morocco 
exactly like the United States type competition which exists in New 
York or Chicago. 

No one can have preferential treatment under that system. 

Those who want a preferential position are the Americans who 
support the Department of State because its failure to enforce treaties 
continues the discriminatory regulations and their profits from evad- 
ing them. 

AMERICAN BUSINESSMEN S CLUB 


An American businessmen’s club, with about 30 members, many 
of whom resigned from the chamber, has been formed. Members must 
be United States citizens. This group insists that treaties must be en- 
forced. 


AMERICAN LEGION 


Our American Legion post adopted the following resolution : 


Morocco Post No. 1, AMERICAN LEGION: RESOLUTION UNANIMOUSLY ADOPTED AT 
MEETING Hep May 20, 1955, at AMPRICAN SEAMEN’S CLUB, CASABLANCA 


Whereas the American Legion has insisted that treaties requiring free com- 
petitive enterprise and United States economic equality in Morocco be enforced; 
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Whereas Congress has demanded and passed laws requiring executive action to 
enforce these treaties ; 

Whereas such action us has been- taken is ineffective with the result that 
free economy and United States equality are more than ever denied by I'rench 
officials : Therefore, be it 

Resolved, That Morocco Post, No. 1, American Legion expresses its gratitude 
for the efforts of Congress, of the American Legion's national organization, of 
he labor and trade organizations and others who have attempted to restore 
Moroceo’s lawful economic status, and again respectfully requests that such 
efforts be continued until these treaties and an International Court verdict 
reafirming them be fully implemented. 


MANY AMERICANS DISCOURAGED 


However, many Americans have left French Morocco. Many others 
are discouraged. They think that the French and our State Depart- 
ment, they only see our local consular officers, will continue to ignore 
United States and international laws as long as they please. 

I have tried to reassure them, but, after 6 years, it is getting difficult. 


SITUATION GETS WORSE 


On May 13, 1955, Assistant Secretary of State Allen submitted a 
statement on Morocco to the Foreign Relations Committee, found on 
pages 265 and 266 of hearings on mutual security. This admitted that 
in April 1955 new treaty violations had been instituted after France 
had sought and been denied United States permission for them. 

Orally, Mr. Allen told Senator George: 

We immediately lodged a formal protest that this was in vioiation of our treaty 
rights under the act of Algeciras. * * That protest was filed a few weeks ago. 
That is the present situation, sir. 

This protest was just recently denied. 

The situation boils down to this: 

Congress has always insisted that United States-Morocco treaties 
be enforced. 

In 1954 both the Appropriations and the Foreign Relations Com- 
mittees issued reports admonishing the Department of State about 
failure to enforce them. The Mutual Security Authorization and Ap- 
propriations Acts both have amendments intended to require such 
enforcement. 

Despite all this, the Department acted with such weakness that 
France was encouraged to add new violations to those which caused 
Congress to act and which the United States has protested since 
January 1953. 

The Department states, however, that it: 
believes that the normal processes for the adjustment of international disputes 
are sufficient to deal with the Moroccan trade problem and that United States 
efforts already have met reasonable success (p. 226, foreign relations hearings 
on 1955 mutual security). 

It may be “reasonable success” to the Department. Everyone else 
considers it. 6 years of dismal failure 


PRINCIPT ES UNVOLVED 
When I called these abuses to vour attention 6 vears ago there were 
two principles involved: Justice to American citizens who were il- 


legally deprived of their livelihoods, and respect for treaties without 
which orderly international relations cannot exist. 
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A third question of principle has been added. This is whether, 
persistently evading congressional action, the Department of State wi ‘ 
finally have its own way: whether this case will show foreign nations 
and the Department of State that they cannot ride roughshod over 
our citizens’ legal rights or whether it ‘ll help the Department con- 
vince Americans that appeal from its decisions is useless. 

Some Americans in Morocco already believe this. I do not. That 
is why Iamstill here. 

REMEDY REQUESTED 


I earnestly hope that you will include measures in the bill you are 
considering which will make it profitable for France to comply with 
the law. Todo this I recommend an amendment similar to the 
following: 

On page 10, line 15 of the bill you are considering, after the word 
“debts” add the following: 


nor shall such funds or counterpart funds be used for assistance other than 
military assistance of any country which fails to comply with any treaty to 
which the United States and such country are parties and which treaty has 
been declared valid by the International Court of Justice. 


That pinpoints the Morocco treaties because they are the only 
United States treaties which have been before the International Court 
of Justice. 

[ also hope your report will again direct the Department of State to 
do its duty in this matter. 

Thank you again for your consideration. 

Chairman Haypen. Thank you. 

I believe there is no one else here who desires to be heard. 

The following letter from Mr. Matthew Woll will be placed in the 
record: 


FREE TRADE UNION COMMITTEE, 
LAnor LEAGUE FoR HUMAN RIGHTs, 
New York 19, N. Y., July 13, 1955. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

DEAR SENATOR HAYDEN: Last year we wrote the Appropriations Committee 
expressing our gratification at legislation intended to require enforcement of 
treaties between the United States and Morocco. We then expressed our hope 
that such legislation would actually serve to achieve its objective. We regret 
that to date this has not been the case. The treaties in question are further from 
enforcement than ever before. 

We are herewith transmitting our latest official expression of policy on this 
matter. We earnestly request that in drafting the new mutual security appro- 
priation bill, your committee will give our viewpoint full and favorable consid 
eration. We are more than ever convinced of the importance of reestablishing 
the treaty status to which both our country and Morocco are entitled under 
international law. Weare more firmly convinced than ever that the Department 
of State will, for one or another reason, not go ahead with enforcing the terms 
of this treaty relationship because of various international pressures unless 
Congress itself provides specific provisions for insuring such enforcement of the 
will of the American people as expressed by the acts of Congress and in the trea- 
ties of our country entered into by our Government. 

We would appreciate it very much if you would be kind enough to bring our 
letter and enclosures to the attention of your committee and if you were to place 
our position in your record of hearings on the 1956 mutual security appro- 
priations. 

Sincerely yours, 
MATTHEW Wort, Chairman. 
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RestorE Free TRADE TO Morocco Economy 


(Following is the text of a statement issued February 23, 1955 by Matthew 
Woll, chairman of the A. F. of L. Free Trade Union Committee: ) 

The A. F. of L. has consistently opposed French economic exploitation of north 
\frica, of which the profits to a large measure are the incentive to maintain the 
shameful colonial system there. This exploitation is particularly indefensible 
in Morocco, a country to which the United States, among other nations, has 
guaranteed free competitive enterprise, which if enforced would make exploita- 
tion impossible. 

We were gratified at the inclusion in the Mutual Security Act of 1954 of a 
provision requiring the President to enforce treaties. If implemented, this would 
open the Moroccan markets to the United States and our markets to Morocco, 
breaking the French monopoly and assuring Morocco the competitive advantages 
to which she is entitled by treaties reaffirmed by the International Court of 
Justice. 

We regret that this law has been flagrantly disregarded in respect to Morocco 
and «all upon our Government to implement it fully and vigorously and upon 
Congress to supplement it with such other legislation as may be required to 
restore Morocco’s economic status and economic relations with the United States, 
as defined by treaties which were reaffirmed by the International Court of Justice 
in 1952, 


COMMUNICATIONS 


Chairman Haypen. I have a telegram from Mr. Eugene B. Castle, 
which will be placed in the record. 

Then, letters from the General Federation of Women’s Clubs, Amer- 
icans for Democratic Action, Congress of Industrial Organizations, 
and a statement from the Tolstoy Foundation. 

(The communications referred to follow :) 


NEw York, N. Y., July 14, 1955. 


THOMAS J. Scort, 
Assistant Clerk, United States Senate, 
Committee on Appropriations, Washington, D. C.: 

In response to your telegram of July 14. Asa private American citizen who is 
creatly concerned about the fiscal sanity and security of our country I wish to 
express my full and unequivocal support for the reduction in the foreign-aid bill 
of $627,900,000 as voted by the House. The time has come to ascertain whether 
or not it is possible to whittle down these arbitrary and much too big foreign 
military and economic-aid budgets. Moreover, it is my firm belief that if the 
Congress will take this courageous step now it will prove to the Nation that 
further substantial savings to be made in the future will help instead of hurt 
both our overextended domestic economy and our foreign relations. 


ISUGENE W. CASTLE, 


GENERAL FEDERATION OF WOMEN’S CLUBS, 
Washington 6, D. C., July 12, 1955. 


STATEMENT CONCERNING ForreiIcn-AID PROGRAM TO SENATE APPROPRIATIONS 
COMMITTEE 


As president of the General Federation of Women’s Clubs which was chartered 
by Congress in 1901, and is an organization with a membership of more than 5 
million women in the United States, as well as 5 million in 55 other countries, I 
wish to make this statement to your committee. 

Since the General Federation of Women’s Clubs is an international organiza- 
tion of home women we understand the economic problems, as far the home is 
concerned, of the people around the world. We are greatly concerned that the 
House has cut the proposed budget for the foreign-aid program by 20 percent. 
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We have had opportunity to observe the effect of this program in a number of 
countries and know it has been good. With Asia the crucial area at this time. 
it seems almost tragic to us that the foreign-aid program might not be carried out 
there when the world knows what the cost will be if Asia goes communistic. 

We of the General Federation of Women’s Clubs know that the women of 
Asia; or of any of the countries where we have clubs, want to be free; want to 
have their children grow up in a peaceful world. Most women are utterly 
opposed to communism. 

We urge your committee to try to get the amount requested by the adminis 
tration put back into the bill and we believe your endorsement will help to get 
the full amount of $2,638,741,750 for this vital program—which may mean the 
difference between a program only half finished and one that can withstand 
the influence of the communistie propaganda. 

We urge you to sspport the President of the United States in his request. 

HELEN CHAPMAN 


AMERICANS FOR DEMOCRATIC ACTION, 
Washington 6, D. C., July 14, 1955. 
Hon. Cart HAYDEN, 
United States Senate, Washington 25, D.C. 

Dear SENATOR HAYDEN: Thank you very much for your courtesy in allotting 
time to me to testify on behalf of Americans for Democratic Action on the mutual 
security appropriations. Unfortunately I find at the last minute that I cannot 
be in town on July 15. As you know, I am economic adviser to the Government 
of Burma, and U Nu, the Prime Minister of Burma, has asked me to meet him 
on the west coast. Since July 15 is the last day of the hearings, in lieu of appear 
ing hefore the committee, I am taking the liberty of sending this letter. I would 
appreciate it if you would enter it into the record. 

Amoricans for Democratic Action has taken a great deal of interest in the 
mutual-security program and has followed carefully the progress of the legisla 
tion, from the President’s message, through the House and before your com 
mittee. Our particular interest in this subject prompted us to distribute many 
thousands of copies of a study on the subject of aid to underdeveloped countries, 
prepared by Mr. Haldore Hanson, with the collaboration of an advisory com 
mittee of persons versed in various aspects of foreign economie policy. Copies vi 
this pamphlet were made available to Members of Congress a month ago. 

The essence of the findings of this study are: 

1. Military strength is necessary to defend the free world against Commu 
nist aggression, and our partners in the free world need our help to defend 
themselves. 

2. But military strength alone is not enough, as we learned in Indochina. 

3. The main thrust of Communist expansion is now directed against econom 
ically underdeveloped countries. 

4. The way to blunt this thrust is to help these countries provide the reality 
of freedom and make an actual start toward economic betterment. 

5. When the Communist nations placed the cold war on an economic, diplo 
matic. and rsycholegical basis they gave us the opportunity for victory. In a 
situation, where military forces approach an equilibrium, economic measures 
become very nearly decisive. 

Developing this reasoning, the pamphlet concluded with a number of recom 
mendations including: s 

1. The United States and other industrial nations should prepare to assure for 
at least a decade the availability of a much greater flow of capital into under 
develoned countries, with a tarret of doubling within a few years the present 
flow of capital, from $1.5 billion to $3 billion per year. This might include about 
one-third private investment, one-third public loans, and one-third publie grants, 
with the expectation that in time grant funds should gradually be superseded by 
larger loans and loans gradually give way to larger private investment. 

2. As the flow into underdeveloped countries increases, technical assistance 
services should be enlarged as much as 50 percent above the estimated $200 
million now available from all sources. 

3. A nartnershin for free world growth should be administered in part by 
national agencies, in part by U. N. agencies. 

1, The edést of onr economie defenses must be judged in comparison to our 
overall defense budget. and the amount of canital which the United States and 
other leaders of the free world should be willing te invest in underdeveloped 
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countries should be the amount which those countries can use eitectively 
self-help basis. 

I, myself, in my work for the Government of Burma over a period of several 
years, have seen how productive such a program can be. The Burmese econ- 
cmy, as you know, was shattered by the war and the Japanese occupation and 
by widespread insurrection after the war. Nevertheless the careful budgeting 
and application of capital investments have not only increased production but 
have stumulated a rising flow of capital which in turn is making possible both 
greater production and greater investment. It is this cycle of rising production 
and investment which we should undertake to stimulate by our mutual-security 
programs. 

ihe study 1 have referred to above was the product of many months of 
careful work and has provided us with criteria for the recommendations we have 
made to committees of Congress. [ might say by these standards the original 
recommendations of the administration, contained in the President’s message, 
were far from adequate, that is in the sense that they wouid not provide the 
capital which underdeveloped countries, as a whole, can absorb productively and 
put to good use. From this point of view, the program was minimal to begin 
with and it was a source of great chagrin to us, and I think a disservice to the 
national security, that the House so drastically reduced them. I am referring 
particularly to the reduction of more than $200 million in the appropriation 
request for economic aid and most particularly of the $163 million in the pro- 
grams for economic aid of various kinds to Asian countries. 

Among these cuts there are four which I should like to mention as being par- 
ticularly damaging to the kind of program needed to strengthen the free nations 
of Asia. These are the cut of $52.8 million in defense support for the economies 
of Asian countries ; the $10 million cut in the program for India; the $100 million 
cut in the fund requested by the President for multicountry economic develop- 
ment in Asia; and the $21.5 million cut in the technical-cooperation program, 
most of it in the program for Asia. 

It is not our contention, of course, that large-scale programs like these can 
be carried out altogether without waste or without some failures. These are the 
risks we must take. We do contend, however, that immediate and large-scale 
measures for technical and capital assistance to these countries are absolutely 
essential to the security of the United States and that making them available ina 
spirit of generous helpfulness is an essential part of American foreign policy. 
It is not charity ; it is mutually necessary and mutually beneficial. We therefore 
urge that your committee restore these funds to the bill and stand firm in your 
attempt to persuade the Senate to accept them and the ‘House to accede to them. 

I should like to take this occasion also to express our gratification that the 
House has approved the full 1S8-month appropriation for the United Nations 
technical-assistance program and it is our sincere hope that the Senate will do 
likewise. 

Thank you very much for your courtesy in making this letter part of the 
committee record. 

Sincerely yours, 
Ronert R. NATHAN, 
Chairman, National Executive Committee, ADA. 


CONGRESS OF INDUSTRIAL ORGANIZATIONS, 
Washington, D. C., July 14, 1955. 
Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
United States Senate, Washington, D.C. 

DeaR SENATOR HaypEN: At this moment, on the eve of the Geneva meeting, 
we should be increasing, not cutting down, economie assistance to the free 
and uncommitted peoples of the world, particularly in the underdeveloped areas. 
This is the surest way to check, roll back, and defeat Communist imperialism, 
and to strengthen freedom and democracy throughout the world. 

We wholeheartedly support the appeal made by Foreign Relations Committee 
Chairman Walter George in his opening statement of May 31 in support of 
the Mutual Security Act of 1955 which authorized $3.4 billion in appropriations 
for the fiscal year 1956: 

“This is no time for us to begin to trim a little here and a little there. * * * 
I do not want the President of the United States to go into that meeting 
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[at Geneva] weakened by hasty and perhaps ill-advised action which we might 
take on this floor. It is of vital importance to the future of this Nation that 
he be unimpeded by any indication that the American people and their repre 
sentatives in Congress do not back 100 percent the substantial tokens of freedom 
represented by this bill. * * * In this midcentury year of 1955, unity in sup- 
port of the President—not because of his party affiliation—as he enters upon 
these crucial negotiations is highly essential.” 

For this reason we urge you and your committee to restore to the mutual- 
security appropriation bill now before you, the full amount of $3.285 billion 
already authorized to be appropriated. 

Particularly, we urge the full $182 million authorized for development assist- 
ance, wiping out the $10 million cut aimed by the House at the India program ; 
restoration of the $172 million authorized for bilateral technical cooperation 
instead of the $150.5 million voted by the House; at least the $24 million and 
the $1.5 million in the bill for U. N. and OAS technical assistance; the $14.5 
willion now in the bill for UNICEF; restoration of the full amount of $14 
million for the United Refugee Fund; restoration of the $200 million for the 
Vresident’s Fund for Asian Economic Development. 

Consideration by you and by the members of your Committee of our proposals 
in this vital matter will be deeply appreciated. 

Sincerely yours, 
Victor G. REUTHER, 
Assistant to the President and Director, Department for International 
Affairs. 


STATEMENT OF ALEXANDRA TOLSTOY, PRESIDENT ToL_stoy FOUNDATION, BEFORE 
SENATE APPROPRIATIONS COMMITTEE REGARDING APPROPRIATION TO UNITED 
NATIONS REFUGEE FUND 

JULY 15, 1955. 


I should like to record the views of the Tolstoy Foundation regarding the 
proposed $1,400,000 appropriation in the foreign-aid bill to be made to the 
United Nations High Commissioner for Refugees. 

After studying the plan for which the proposed appropriation would be used 
by the U. N. High Commissioner, I tind that it concerns principally the integra- 
tion of refugees in Germany and Austria. The plan goes even further and 
diverts assistance for refugees to assistance to Austrian nationals. It specifi 
eally provides that refugees who chose to become Austrian nationals are still 
eligible for assistance as if they were refugees. Under the guise of refugee 
assistance, therefore, Austrian citizens would be receiving United States grants. 

With the impending removal of the occupation forces from Austria following 
the conclusion of the State Treaty, the immediate and vital problem of refugees 
in Austria concerns their resettlement outside of Austria and not their integra- 
tion. The attached report of the Greek Orthodox archbishop of Austria confirms 
this fact. 

Recent information obtained by the Tolstoy Foundation and other American 
voluntary agencies indicates that the Office of the United Nations High Commis- 
sioner for Refugees is connected with the Soviet Repatriation Mission in Austria, 
whose purpose is of course to persuade Iron Curtain refugees to return to tie 
countries from which they fled. We, the Tolstoy Foundation, have had a long 
and intimate connection with Iron Curtain refugees and escapees. We know 
that in the eyes of the refugees and escapees any association or connection of 
the U. N. High Commissioner for Refugees with any Soviet or satellite repatria- 
tion mission not only accentuates the fears of the already overanxious refugees 
but is compromising the very office of the U. N. High Commissioner for Refugees. 

lntegration of refugees in Austria is no solution under present circumstances. 
The only hope for refugees from satellite countries is their resettlement outside 
of Austria, as far away as possible from the Iron Curtain countries. We strongly 
feel, therefore, that the Congress of the United States should take into account 
the present and immediate circumstances, including the unexpected association 
of the U. N. High Commissioner with Soviet repatriation missions. We feel 
that no appropriation should be made until there is further clarification of 
these very vital points. We hope that the Congress, after reviewing the situa- 
Lion, will determine that the $1,400,000 can best be used for resettlement outside 
of Austria and Germany of refugees and escapees who are presently in those 
countries. 
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THE SIrvuaATION IN AUSTRIA 


(Translation from Russian) 


‘ 


The peace treaty in Austria with the Western countries and the U.S. S. R. has 

been Concluded. Not once were the refugees and the escapees Mentioned in this 
eaty, so that from the legal point of view, nothing was provided for the protec- 
on of the refugees and escapees from persecution and oppression. 

Yet in previous years Austria had rectified the agreement on the legal status of 
the refugees, which was signed in Geneva in 1951. 

But knowing the aim of the Communists who will not leave in peace the anti- 
Communist refugees, the sole existence of whom—not speaking about their anti- 
Communist activities—is already a compromising factor for the Soviets, we can 
expect that the situation of the refugees and escapees in Austria will be full of 
hardships, 

Not speaking about the propaganda of the Soviet “Return to Homeland 
Committee” which was organized in the Eastern Zone of Berlin, on the possi- 
bility of raising the question of repatriation by the representatives, on the 
possibility of the danger for certain people of being kidnapped, there is a very 

eal danger of provocation on the part of local Communists (such as squabbles 
and fights with anti-Communist refugees) with the aim of creating all kinds 
of incidents, to compromise the refugees in the eyes of the local police. Every 
possible means will be used against the anti-Communists, including the accusa- 
tion of refugees of committing crimes. 

but there is also another—so to say, political—danger threatening the anti- 
Communists. It is the economic crisis and the ensuing unemployment in the 
former American Zone of Occupation, especially around Salzburg. 

With the end of American occupation and the department of the Army—>»5,000 
men, foreigners, as well as the Austrians themselves employed by the occupation 
forces in their main headquarters and in different parts of the Army will remain 
unemployed. Among those 200 to 300 Russians will lose employment in the Salz- 
burg region. About 100 to 150 Russians will lose jobs in each region around Graz, 
St. Martin, Spittal, Lienz (in the British Zone), in Innsbruck and Kufstein 
(French Zone), in Wels, Lin, and Asten (American Zone). These will bring 
the Russian unemployed to a sizable number. 

The Austrian Government intends to take steps to lessen this future economic 
crisis, but it is quite evident that all these measures cannot guarantee work for 
all the Russian refugees, let alone all the others. It is quite natural that Austrian 
concerns will prefer hiring their own Austrians. Therefore, unmployment with 
all its future hardships and with all its consequences is awaiting all foreigners, 
among them the Russians. It will be especially hard on those with large families. 

Due to the uncertainty in the political future, the refugees will not stand for 
being forced to settle in the Eastern Zone of Austria liberated from the Soviet 
occupation, where there certainly will be some revival and development. 

Such requests for the resettlement of refugees may be made by the labor depart- 
ments and possibly those who will refuse to be settled in the Eastern Zone will 
be deprived of their relief privileges; the fate of the people who will find them- 
selves in such a situation will be tragic. 

Resettlement in nearby Germany is also impossible as the German economy at 
present, in time of peace and normal conditions, does not employ any foreigners, as 
they themselves are still recovering from the aftermath crisis of the war, espe- 
cially critical still is the lack of living quarters (apartments) and the state of 
unemployment. 

Until now we do not see any way out for the unemployed, as very few of those 
who are left can immigrate to Canada, United States, Holland, and other coun- 
tries due to advanced age, sickness or minor criminal records. 

Among the hard core and the unemployed, there is a certain understood 
anxiety. While they cannot hope to qualify for regular immigration, they very 
much desire to be resettled in old people’s homes in other countries (England, 
Belgium, Sweden, and others). 

Of course, the relief agencies with whose assistance these people are being 
resettled, will first of all help those people over 60 years of age who have no 
rights to receive welfare funds from Austria. 

Measures are partly being taken by evacuating the tubercular with their 
families to Denmark, officially only those who can be cured, so that later on they 
can be integrated into the Danish economy 

This is the description of the situation as of the present. 
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It is very difficult to point out all the steps that have to be undertaken to ease 
the situation of the anti-Communist refugees in Austria. One of the necessary 
steps to be taken is the establishing of permanent representatives of the High 
Commissioner for Refugees of the United Nations in all the large cities in Aus 
tria. ‘The one representative who is now in charge, is residing in Vienna, and 
appears very seldom in places where the refugees live. This office cannot tuke 
quick action without getting involved in redtape. At this rate, help cannot be 
expected even when the question concerns human lives. 

This doubtful situation of the refugees and escapees creates great anxiety, 
in some cases it causes mental disorders. This is understandable. Every one is 
trying to keep hold of the thread of his life: the invalids, the old, and sick— 
have a right to live. This is why immediate measures have to be taken so as to 
resettle the Russian refugees to some other country. 

STEPHAN, 
Archbishop of Vienna and Austria, President of Joint Eastern Orthodogr 
Comniittee, in Austria and signature of five other members. 


Sauzpura, June 23, 1955. 


MieMORANDUM FOR THE SENATE APPROPRIATIONS COMMITTEE FROM TIE 
DEPARTMENT OF STATE 


Information submitted to the committee by the Tolstoy Foundation, con- 
cerning alleged participation by the United Nations High Comuissioner for 
Refugees in the repatriation of refugees from Austria to [ron Curtain countries, 
has been discussed with the High Commissioner’s United States representative. 
The facts, confirmed by the High Commissioner’s Office, are as follows: 

On May 31, 1955, the British received a request from the Soviets to permit a 
Soviet repatriation mission to visit refuzee Camps in the British zone of Austria. 
When this information reached the High Commissioner, he formally protested 
to the British authorities against the proposed Soviet repatriation mission visit. 
The British nevertheless authorized the tour and invited a representative of 
the High Commissioner’s Office to accompany the repatriation mission for the 
purjose of insuring that no pressure or improper methods were used by the 
mission to bring about the repatriation of refugees. The High Commissioner 
designated Mr. Wyroubouff, from the High Commissioner’s Office in Austria. Mr. 
Wyrouboff is of White Russian descent and is now a citizen of France. During 
the tour, which commenced on June 3 and ended on June 7, Mr. Wyrouboff 
stated to all refugees with whom the Soviet repatriation mission talked that he 
was present with the mission to insure that the rights of the refugees were 
protected and that no undue pressure was brought against them. 

The High Commissioner’s representative was requested by the Soviets to dis- 
cuss repatriation with refugees during his visits to camps, and as a matter 
of routine to ask them if they would like to return to the U. S. S. R.o Mr 
Wyrouboff replied that the Office of the High Commissioner in Austria was not 
operative, but that if any persons volunteered to repatriate he would refer them 
to the proper consular authorities of their native countries. At no time were 
members of the Soviet mission permitted to enter refugee homes, nor were 
refugees compelled to talk with the mission. 

This action by the High Commissioner in assigning a representative of his 
office to accompany the Soviet repatriation mission was clearly in accordance 
with his responsibilities to assure legal and political protection to the refugees 
under his mandate. 

The matter was discussed in New York on July 11, at a meeting of the Ameri 
can Council of Voluntary Agencies, which included representatives of the major 
United States private agencies concerned with refugee matters. At that meet 
ing all agencies except the ‘Tolstoy Foundation expressed themselves as satis 
fied that, in view of the circumstances surrounding the High Commissioner's 
association with the Soviet repatriation mission, no action need be taken by 
the council. 
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(Nore.—The following information was received subsequent to the 
close of the hearings. ) 


INTERNATIONAL COOPERATION ADMINISTRATION, MUTUAL SEcuRITY PROGRAM 


Defense expenditures as percentages of national income,! United States and selected 
NATO countries plus Germany 


(See p. 43) 


UNITED STATES, FISCAL YEAR 1949-50 


Millions of dollars Def 
efense as 


a percent 
of national 
income 


Country 
Defense ex- 
penditures 


National 
income 


France.-.. us 20, 532 1, 458 
Germany - 15, 598 1, 290 
Italy-...- 10, 110 520 
United Kingdom_ . 29, 571 . 449 
Total European, NATO plus Germany 94, 455 5, 547 
United States-_.. . 219, 700 2, 808 


UNITED STATES, FISCAL YEAR 1950-51 
France 23, 447 | 
Germany 19, 292 | 
Italy.... 11, 293 
United Kingdom ; 31, 958 
Total European, NATO plus Germany 106, 612 
United States 263, 400 


UNITED STATES, FISCAL YEAR 1951-52 


France _..- 
Germany 

Italy 

United Kingdom 


Total European, NATO plus Germany 


United States 
UNITED 


France 
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Italy _. 

United Kingdom 
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U NIT ED STAT ‘E S, FISCAL YEAR 1953-54 


France. 

Germany 

Haly...< 

United Kingdom -. 

Total European, NATO plus Germany- 
United States_--.- 


"UNITED 


France 

Germany- 

Italy 

United Kingdom 

Total European, NATO plus Germany 
United States__- 


| Net national income at factor cost. 


agencies, as well as the OEEC 
income for international comparisons, 


taxes less subsidies. 


Source: 


because 


Data on depreciation 


Division of Statistics and Reports, 


27, 568 
22, 584 
12, 282 
34, 514 
119, 422 
284, 300 


29, pr 
13, 032 
37, 968 
127, 855 


301, 500 | 


} 


30, 198 
25, 583 
14, 002 
40, 105 
135, 228 
301, 200 


STATES, 
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Cooperation Administration, July 18, 1955. 
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FISC AL Y EAR 1954-55 


31, 443 
27, 483 
14, 660 
41, 021 
140, 404 
302, 700 


an estimate 


aggreg: te ‘of the net values added in 
economic activity during the year together with the net income from abroad. 
, generally prefer the use of the gross national product data to that of national 
of national income 
deducting from existing gross national product at market prices the depreciation allowances 
allowances are among the 
national accounts computations, and the concept of indirect taxes is controversial. 
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PRESIDENT MAGSAYSAY’S LAND PROGRAM 
(See p. S1) 
I. POLICY 


A. The land policy of the Philippines as expressed in President Magsaysay’s 
state of the nation message is: 

“Our ultimate goal is to reshape the land tenure system in our country in such 
a way as to build a strong nation of small independent and contented 
owners * * *,” 

The administration’s specific reeommendations toward achievement of this gua 
are as follows: 

1. The resettlement on public land of people from densely populated area. 

2. A revision of laws of land requisition, and the disposition of public land 
to rid the present system of nagging technical doubt. 

3. The purchase of large estates for resale to small farmers on liberal terms 

4. The imposition of special taxes on land left uncultivated. (No action taken 
as yet by Philippine Government. ) 

5. Greater protection to tenants with a simplification of the farm tenancy law 
and establishment of agrarian courts. 


II. PROGRAMS TO INCREASE OWNERSIIIP OF LANDS BY FORMER TENANTS AND 
HOMESTEADERS 


A. 17,000 square miles (15 percent of total area of Philippines) expected to 
be available for subdivision and distribution to small private landholders ; com- 
posed of : 

1. Public domain to be certified as alienable and disposable through homestead 
grants to settlers. 

2. Friar lands—estates formerly held by Catholic Church. Most already dis 
tributed through sale to former tenants. 

3. Private landed estates—Expropriated by Government after financial com- 
pensation has been agreed upon with former owner, then sold to tenants. 

B. Location of land: The major portion is from timberlands of the public 
domain in previously uninhabited areas of Mindanao, Visayas, and Luzon 
Former friar lands, and few private estates are in Luzon (Provinces of Manila, 
Rizal, Bulacan, Bataan, Batangas, Tarlac, Pampangas, Zambales, Laguna, Cama- 
rines Norte, and Nueva Ecija). 

C. Action already taken, fiscal year 1954: 

1. Public lands: Fiscal year 1954 
Subdivision of public lands, acres_____-__-_~ 703, T50 
Processing of public lands applications (19,995 approved) 27, 974 
Issuance of land patents__ 

2. Friar lands: Final deeds of conveyance issued 

3. Landed estates: Final deeds of conveyance issued 


D. Speed-up of issuance of land patents: By 1954 the Bureau of Lands was 
receiving more than 7 times as many applications for land patents per year as 
in 1946, the number having increased by a third between 1952 and 1954 when the 
results of the Magsaysay administration’s land ownership and resettlement pro- 
gram began to show. The lag between applications and issuance of patents 
accumulated a backivg of 221,705 applications by June 1954, 5 years’ work at the 
rate patents were then being issued. The wartime destruction of maps and other 
land records, as well as time-consuming computations by hand contributed to this 
lag in issuance, a major bottleneck in the Magsaysay land-distribution program 
The Philippine Government with assistance from a United States firm and con 
tract and mission advisers, devised means of breaking through this bottleneck 
through mechanization of patent issuance. After installation of IBM machinery, 
the issuance of patents was accelerated so that 28,185 were issued the first 9 
months of fiscal year 1955, as compared with only 27,688 for 3 years (fiscal year 
1951-54). Monthly issuance of patents has risen to over 6,000, as compared 
with 1,400 in fiscal year 1954. Equipment contributed by FOA includes machin 
ery used in printing, drafting, and computation of lot areas, and in reproducing 
maps, plans, and records. 
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Ill. PROGRAM FOR RESETTLEMENT ON PUBLIC LAND 


A. Procedure for distribution of land: After public land has been surveyed, sub- 
divided and classified as disposable, homestead lots are then distributed to new 
settlers requesting land grants. Former Huk dissidents and tenant farmers from 
densely populated central Luzon have received special consideration. 

B. Assistance to new settlers: After screening, applicants receive one-fifth of 
an acre for home lot and 25 acres for farm. The Government advances funds to 
settlers to cover their transportation, farm tools, and subsistence rations for the 
initial months before crops can be produced. Where building materials are not 
available to the settler, the Government may also advance up to 200 pesos to assist 
the settler in building. 

C. Philippine Government agencies: The Economic Development Corporation 
(EDCOR) opens areas for settlement with the assistance of the Army Corps of 
Engineering and technical experts. NARRA (National Resettlement and Re- 
habilitation Administration) screens applicants for land settlement and advances 
funds to assist in settlement. 

D. Accomplishments : 

8,000 families (approximately 40,000 people) resettled. 
210 tenant-landowner cases settled during first 6 months’ operation of agra- 
rian courts. 

3. 70 education rallies for landlords and tenants during same period. 

t, 7,500 acres inspected and recommended as to suitability for mechanization 
during same period. 

5. Tenants and new settlers received assistance through other activities of 
Government’s rural development program, including agricultural extension, agri- 
cultural credit and cooperatives, irrigation service units, rural health units, anti- 
malarial spraying, safe water supply provision, building of roads, community 
schools, and vocational agricultural schools. 


IV. ACCOMPLISHMENTS IN REGULATING LANDLORD-TENANT RELATIONSHIPS 


A. Agricultural Tenancy Act of 1954: 

1. Improves tenants position by strengthening security of tenure, specifying 
causes of court eviction of tenants, assurance against usurious practices, exemp- 
tion from lien or attachment of 25 percent of farmer’s crops, provision for first 
time of leasehold tenancy as an alternative to crop-sharing. 

2. Protects landlords by assuring right of inspection of property, and choice 
of crop, ete. 

B. Creation by executive order of the Agricultural Tenancy Commission to 
administer the act with the following functions: 

1. Mediation between tenants and landowners. 

2. Technical research on farm mechanization. 

3. Gathering information on the effectivenes and fairness of the tenancy law, 

4. Education on tenancy rights and obligations in rural areas. 

Cc. Enactment of agrarian courts law in June 1955. 

D. Enactment of law creating the National Resettlement and Rehabilitation 
Administration (NARRA) to administer land-settlement activities. 

Ek. The appropriation of 8 million pesos to finance NARRA settlement activi- 
ties. 

Fk, Other land transfer legislation is now being considered in the current spe- 
cial session of the Philippine Congress. In general, this current bill would 
establish revised procedures to govern the acquisition and redistribution of large 
estates. 
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SELECTED STATISTICS OF GROWTH IN THE U. 8S. Economy 


(See p. 99) 





1938 1939 1954 | 1955 


Gross national product ($ billion) -_.._--..---- i , 85 

Industrial production (1947-49= 100) -- - ae oe 61 

Auto registration (millions) 

Steel production (million tons 1937-39 average) s aed 48 

Employment, civilian (millions) : : é 44 

All manufacturing, weekly earnings (dollars) os ep ; 22 

Residential construction (1,000) ; ‘ 406 51! 1, 216 


Billions of dollars 


Government debt: 
Federal 
State-local 

Total 

Private debt 


1 Ist quarter. 

2 May. 

Source: Division of Statistics and Reports, Office of Research, Statistics, and Reports, International 
Cooperation Administration, July 18, 1955. 


WasHINGTON, D. C., July 18, 1955. 
Enforcement of United States-Morocco Treaties. 
Hon. Cart HAYDEN, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 
DEAR SENATOR HAYDEN: On March 29, 1954, the Textile Export Association of 
the United States wrote the following letter to the Secretary of State: 


Hon. JOHN FosTeR DULLEs, 
Secretary of State, Washington, D. C. 

DEAR SECRETARY DULLES: This letter is to request that you act to restore to 
our members and to all Americans the right to trade in the French Zone of 
Morocco on a basis identical with that prevailing before the establishment of the 
French protectorate and similar to that now in force at Tangier. 

Our members individually, and through the Textile Export Association of the 
United States, frequently have complained that French protectorate authorities 
deprive them of former trade, despite treaties guaranteeing them the right to 
compete freely in Morocco. A statement by the export association figured in 
1950 Senate debates which led to legislation intended to deprive France of United 
States aid until United States-Morocecan treaties are restored. 

We were told that this law would not be enforced until the International 
Court of Justice had judged the validity of the treaty rights in question. In our 
opinion, this was merely a means to evade the law since, it is obvious, the pro- 
tectorate could not legally have modified prior treaties. Our opinion was con- 
firmed by the International Court, which declared that the principles of the 
Treaty of Algeciras were not altered by establishment of the protectorate. These 
treaty violations in the French protectorate had no serious excuse before the 
Court ruled on them. Since the ruling all exeuse, however flimsy, has been 
removed. 

The verdict was rendered on August 27, 1952. France, under international 
law should have implemented it on that date. It still is not implemented. Our 
members and their customers still encounter handicaps in the French adminis 
tered zone of Morocco which French manufacturers and their customers do not 
encounter. Our members do not encounter these handicaps and their French 
competitors do not enjoy advantages in the internationally administered zone 
of Morocco, where the same treaty is applicable and is respected. 

In 1952 our exports of cotton textiles to Morocco amounted to 6,582,270 square 
yards. In 1953 they dropped to 252,428 square yards. 
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We would appreciate your letting us know what your Department has done 
to extend to the French Zone of Morocco the free competition and equality now 
enjoyed by United States trade at Tangier, and when our members may begin 
operating under this regime. 

Yours sincerely, 
JOHN W. Murray, Secretary-Treasurer. 


The treaty compliance which was requested has not been obtained. Far from 
it: in April 1955 new quota restrictions have been imposed on cotton goods by 
Morocco. This is in further flagrant violation of the treaties in question. 

These quota restrictions have been protested by the Department of State, 
without favorable result. However, it would seem that if the Department had 
acted vigorously in our interest, France would not have added new violations 
to those already under protest. 

We appreciate the laws which the Senate Appropriations Committee has 
sponsored with intent to end the Morocco treaty violations. As you can see, 
they have not, so far, accomplished that intent. 

We hope that you will recommend legislation this year which will further 
urge the Department of State to do its duty in enforcing these treaties. 

We would appreciate it if you would bring this letter to the attention of your 
committee when it is considering mutual-security appropriations for 1956 and 
if you would include it in your hearings record. 

Yours sincerely, 
C. T. MURCHISON. 


AMERICAN FEDERATION OF LABOR, 
Washington, D. C., July 15, 1955. 
Hon. CARL HAYDEN, 
Chairman, Senate Appropriations Committee, 
Room F37-C, the Capitol, Washington, D.C. 


Drak Mk. CHAIRMAN: Your committee is now considering the mutual-Security 
appropriation bill, H. R. 7224. We should like to make certain recommendations 
in respect to this legislation. 

We particularly want to call your attention to our great interest in both the 
United States bilateral and the United Nations multilateral technical-assistance 
programs. Our conventions have repeatedly endorsed both programs. We have 
maintained since the origin of this concept that technical assistance was one of 
the most valuable techniques we could develop for building up the standard of 
living of undeveloped countries. 

We believe that our own country will be made stronger if the economic, social 
and political institutions and the moral fiber of the free world are all made 
stronger. One of the greatest forces against communism is the willingness of 
America to share freely with other people the benefits of human progress, with- 
out overtones of colonialism and imperialism. 

We note with pleasure that H. R. 7224 appropriates the full amount of $24 
million authorized for our contribution to the United Nations technical-assistance 
fund. We trust your committee will recommend this full amount. 

We regret to note that H. R. 7224 cuts the bilateral technical-assistance funds 
from the authorization of $146,500,000 to $125 million. We recommend that your 
committee restore the $21,500,000 cut by the House. 

The great value of the technical-assistance program lies in the cooperative 
relationship established between the sponsoring country or group of countries 
and the recipient nation. The person-to-person relationship which prevails and 
the pooling of funds and knowledge between sponsor and recipient help produce 
an atmosphere of good feeling which advances the cause of freedom. 

We also favor the sum of $1,500,000 for the programs of the Organization of 
American States. 

We strongly urge your committee to appropriate the entire authorization for 
all the technical-assistance programs. 

Sincerely yours, 
ANDREW J. BIEMILLER, 
National Legislative Committee, American Federation of Labor. 
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STATEMENT OF THE WOMEN’S INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM 


The Women’s International League for Peace and Freedom is one of the non 
governmental organizations which, under article 71 of the United Nations 
Charter, was granted consultative status with the Economic and Social Council. 
We also have this status with the following specialized agencies: UNESCO, 
FAO and UNICEF. 

During its 40 years of existence, since it was founded by Jane Addams in 
1915, the Women’s International League for Peace and Freedom has had as its 
chief objectives: total, universal disarmament and the establishment of an eco- 
nomic and social system that would serve the needs of all rather than a few. 
It is therefore natural that my organization—as I am sure all of you do— 
desires what the English historian, Arnold J. Toynbee, expresses when he says 
that “our age will be best remembered bcause it is the first age since the dawn 
of history in which mankind dared to believe it practicable to make the bene- 
fits of civilization available to the whole of mankind.” 

This belief is written into the U. N. Charter. One of the fundamental con- 
cepts is the promise that the United Nations shall work for the economic and 
social betterment of peoples. It was formulated by nations and statesmen who 
realized that there could be no peace and stability in a world where two-thirds 
of the people did not have enough to eat, where millions died of diseases that 
could be cured, where more than 180 million families, were ill-housed, where 
Asia, with over half the world’s population, produced only 11 percent of the 
world’s income, where the resources of many lands lay untouched because nobody 
knew how to extract and use them. 

It is clearly stated in the preamble and chapter IX of the charter that one 
of the primary aims of the world organization shall be “to promote better 
standards of life in larger freedom” and to this end international machinery 
shall be employed “for the economic and social advancement of all peoples.” 
The United Nations has gone further than to merely state these aims. Inter- 
national machinery has been set up. It operates not only in the realm of study 
and discussion and recommendation, but in the paddy fields and forests of south- 
east Asia, in the deserts of the Middle East and in the high planes of Latin 
America. Every day in 60 countries and territories throughout the world, men 
and women drawn from as many nationalities, each with his or her own special 
training and experience to share, are working to impart to others in urgent 
need of that technical know-how and experience without which economic devel- 
opment is impossible. All this is the result of a daring belief translated into 
daring action through the United Nations expanded technical assistance pro- 
gram and its specialized agencies. 

The poverty of two-thirds of the world’s people is the challenge of today’s 
world. This two-thirds has only 15 percent of the world’s income. The remain- 
ing one-third enjoys 85 percent. The per capita average annual income of this 
one-third of the world is 12 times as great as the per capita income of the poor 
two-thirds. The United Nations Department of Economic Affairs stated in its 
World Economic Report for 1951-52: “Studies in recent years indicate that 
while world income has grown rapidly it is now even more unequally distributed 
among countries than in the period immediately preceding 1939, and the last 
2 or 5 years have done little to alter this general picture of a widening gap 
between rich and poor countries.” This is because the rate of development is 
faster in the already developed countries, like the United States and Western 
Europe, than it is in the underdeveloped countries. In fact, according to the 
same United Nations study, the people of Asia (Asia is the most populous of 
the underdeveloped areas) ate less and consumed less per person, at least through 
1952, than they did before 1939. The reason for this was that the area’s popu- 
lation had increased but even the low pre-1939 levels of production have not been 
restored. 

In the United States, in the meantime, food surpluses accumulated and some 
even were destroyed. At the same time, United States expenditures on arma- 
ments were around $42 billion a year. Indeed, defense outlays in the leading 
industrial countries of Western and Eastern Europe, the United States and the 
Soviet Union, in 1951, were at levels equaling or even exceeding the aggregate 
national income of all the underdeveloped countries combined. 

Poverty, hunger, and inequality are the roots of the revolutionary turmoil 
now sweeping the underdeveloped lands, principally Asia and Africa. The 
“have nots” of the world have learned of the relative abundance enjoyed by the 
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world’s “haves,” of the technical marvels of science which make it possible for 
all on this earth to develop higher standards of living and in less time than 
heretofore. Their determination is to achieve a better life without delay. They 
reason that the causes of their poverty—their backward technology, dependence 
on production of raw materials, their low productivity, their low and poorly 
directed domestic investments, poor health, illiteracy, and high birthrates— 
can be lessened by methods already tried and proven in the industrially advanced 
countries. They reason, too, that their condition is not alone their fault, that 
they “got that way” with some help from the relatively wealthy countries— 
who have used the underdeveloped countries as markets, sources of raw ma- 
terials, investment outlets, even as providers of soldiers in wars. 

In weighing this problem, it is important to realize that the Communists, 
led by the Soviet Union, did not create the conditions against which Asians 
and Africans now rebel. The Communists have exploited these conditions, and 
with some success. The United States should realize that an appreciation of 
the economic and social problems of underdeveloped nations, together with a 
willingness to contribute from our immense power and resources to their eco- 
nomie advancement, is the surest—and perhaps the only—way to strengthen 
democratic beliefs and practices among these people. But our efforts must be 
for people, not just against communism. Only by helping these people help 
themselves, by helping them end conditions they ought not to endure and which 
are not their fault, can we prevent the revolutionary ferment of Asia and Africa 
from being absorbed by the Communist movement, led by the Soviet Union. 

tut time is of the essence. We believe Sir John Kotelawala, Prime Min- 
ister of Ceylon, stated the case well when he said in Washington December 
7, 1954: “* * * China has improved her economic standard considerably in a 
few years of communism, while her neighbors are yet lagging behind. If there- 
fore the poorer countries of Asia are not assisted to their feet by the richer 
countries of the world, and assisted with the least possible delay, the spectacle 
and example of China would be simply disastrous. There would be many de- 
fections from the free world and democracy would have met its waterloo in 
Asia * * *, Economic development in Asia must be speeded up with almost 
supersonic speed.” 

The United States can take justifiable pride in the work it has already done 
toward assisting the underdeveloped areas in their desire for advancement 
and freedom. The Act for International Development which established the 
United States point 4 program in 1950 declared it to be the policy of the United 
States to aid the efforts of people of economically underdeveloped areas to 
develop their resources to improve their working and living conditions by en- 
couraging the exchange of technical know-how and skills and the flow of in- 
vestment capital. The point 4 program became primarily a bilateral technical 
assistance program. But it gave new impetus to the concept of a multilateral 
United Nations technical assistance program. Such a program had been carried 
on by the United States on a small scale since 1946. Since part of the American 
point 4 funds were channeled through the U. N., the result was the establish- 
ment of a U. N. expanded technical assistance program in June 1950. Financing 
has been entirely by the participating countries. Though the United States has 
been the largest individual contributor, the countries that are being helped are 
themselves putting into the program, in all, twice as much as they are receiv- 
ing. UNETAP has been the principal multilateral assistance program to which 
the United States contributes. 

The Women’s International League for Peace and Freedom wishes to record 
their support of the following programs: UNETAP and OAS technical assistance, 
We wish to encourage support for the full amount requested, $24 million and 
$1.5 million respectively ; 

The UNICEF program.—The WILPF has continually tried to bring under- 
standing of the excellent work of UNICEF and to encourage generous support 
for it. Our Consultant at the United Nations, Mrs. Gladys D. Walser, observed 
the work of the Children’s Fund on her trip around the world last year. She 
has given our members first hand accounts which have served to emphasize the 
poignant statement of Congresswoman Frances Bolton that our only future lies 
in our children. The WILPF has joined with the Citizens Committee for 
UNICEF in a statement before your Committee. 

The U. N. refugee program.—We are deeply concerned over the problems of 
those people who are made homeless and stateless by war and oppression. We 
would encourage the strongest support possible of the UNREF in its program 
for the victims of political, religious, or racial persecution. We hope that the 
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request of the President for $1.4 million for fiscal 1956 will be appropriated so 
that the cuts in this amount made by the House may be restored. 

Asian economic development,—Our organization wishes to support the pro- 
posals made by the President for a program of development assistance calling 
for $200 million for the Near East and Africa, Asia, and Latin America and 
hopes that the Senate will restore the cuts made by the House. 

World disarmament and development.—The WILPF believes that world dis- 
armament is a necessary means toward the security of all nations and peoples. 
The knowledge that weapons threaten ultimate destruction makes it imperative 
for nations to abandon the threat and use of force and to substitute the more 
difficult techniques of negotiation with a will to succeed. This effort is at present 
largely nullified by the pervasive distrust and fear that cannot be dispelled 
so long as the arms race continues. If nations agree to disarm, their collective 
efforts may then be directed toward recognition of the dignity and worth of the 
human person and toward meeting material needs basic to the good life. Herein 
lies the real security. 

We recognize that the low economic status of vast areas of the world results in 
human suffering as well as in serious international problems. Jelieving in the 
use of the resources of the world for the benefit of its people, we support an 
international program of mutual assistance, courageous in magnitude and free 
from military commitment. While we recognize certain values in programs 
of economic development initiated by individual countries and private enterprise 
we believe such programs carried on by and through the United Nations and 
its specialized agencies and preferable since they furnish adequate safeguards 
against economic exploitation, avoid fear of imperialistic aims or military 
commitments, and inspire the confidence essential to achieve democratic and 
peaceful development. 

We believe that economic crises and despair often drive people to desperate 
remedies offered by totalitarianism while economic and social welfare promotes 
the growth of peace and democracy. 

The meeting of the Afro-Asian nations in Bandung, Indonesia, representing 
nearly three-fifths of the world’s people, has helped to point up the importance 
of their social and economic problems which they feel cannot be solved by pri- 
mary emphasis on military solutions. A quote from the final communique of the 
Conference summed up the feeling on disarament and development : 

“The Conference considered that disarmament and the prohibition of pro- 
duction ... and use of nuclear . . . Weapons of war are imperative to save 
mankind and civilization from the fear of wholesale destruction . . . that effec- 
tive international control should be established . . . to implement such prohibi- 
tion and that speedy and determined efforts should be made to this end .. . The 
Conference recognized the urgency of promoting economic development in the 
Asian-African region . . . emphasized the particular significance of the develop- 
ment of nuclear energy for peaceful purposes .. - Nations should practice 
tolerance and live together in peace... on the basis of ... respect for the 
fundamental human rights and for the purposes and principles of the Charter of 
the United Nations.” 


Chairman Haypen. This then, will close our hearing. 
(Whereupon, at 3:25 p.m., Friday, June 15, 1955, the hearing was 
adjourned. ) 
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